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5TATE OF MAINE
COMMISEION ON GOVERNMENTAL ETHICS
AND ELECTION PRACTICES
135 STATE HOUSE STATION
AUGUSTA, MAINE
04333.0135

To:  Conunission Members
From: Staff
Date: December 6, 2000

Re:  Request to Investigate the Maine Heritage Policy Center

On October 19, 2006 the Ethics Commission received a request by Carl Lindemamn
for an investigation regarding the activities of the Maine Heritage Policy Center (MHPC)
with respect to the Taxpayer Bill of Rights (TABOR) citizen initiative. He has been joined
by Democracy Maine, an organization which was opposed to TABOR, The request argucs
that the MHPC must file campaign finance reports as a political action committee or must
file more limited reports under 21-A M.R.S.A. §1056-B. At its meeting on October 31, the
Commission postponed a decision on whether the MHPC must file a §1036-B report to
provide the staff with additional time to consider the constitutional issues and request
comments from other affected organizations which might have to file §1056-B reports
depending upon how the Commission interprets the requirement.

In his request, Mr. Lindemann argues that the MHPC:

carrics out significant, yet undocumented efforts to pass TABOR through

unknown numbers of its staff funded by unknown contributors. Despite

operating alongside and, often, in the place of the measure’s propenent,

MHPC is not registered as a Political Action Committee, has not disclosed

making in-kind contributions to the proponent PAC, or has filed a form

1056-B.

MHPC’s efforts on behalf of the passage of TABOR include many of the

functions that otherwise would be conducted by the measure’s proponent
PAC. Most visible arc how MFPC representatives serve i the place of
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spokespersons for the proponent PAC and provide numerous public relation
SETVICES. ...

The larger, fundamental question raised by MHPC’s conduct is, if allowed

to continue unquestioned, how it invalidates the public’s interest in

transparency in the political process.

Mr. Lindemann hﬁs employed rhetoric and public relations tactics that are unusual
for complainants before the Commission. As explained below, it is quite possible that he
arranged for a contribution to the MHPC following the Dctdber 31 meeting in order to
gather infoﬁnation ahout the MHPC’s fundraising practices. The staff encourages you to
look beyond these tactics and to apply the law as it written to the facts of the case. Based
on our analysis, we agree with Mr. Lindemann that the MHPC should be required to file a
financial report under §1056-B if it has raised or spent more than $1,500 to promote,

initiate, ot influence TABOR. Based on the evidence available at this time, it does not

appear that the MHPC qualifies as a PAC.

MHPC’s Description of its Activities

Attorney Daniel L. Billings has responded on behalf of MHPC by letter dated
October 26. He states that the MHPC is a “nonprofit, nonpartisan research and educational
organization whose purpose is to analyze and promote conservative and free market public
policy solutions that will benefit the people of Maine.” He states that the MHPC wrote the
TABOR legislation following a 2004 conference on Maine’s higli tax burden, and that the
legislation was provided to a State Senator for introduction in the Maine Legislature and to
anti-tax activist Mary Andrews. In October 2004, Ms. Andrews received approval to

circulate petitions to put TABOR on the ballot as a citizen initiative,
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Billings explains that in the two years since then, the MHPC has conducted
additional research on the tax and spending limitations in TABOR, and has been invited to
| speak about TAROR numerous times:

Most often, the MHPC has been asked to educate audiences about what the
bill says, why it was designed the way it was and in what context it was

- seen as a solution. ... The staff of MHPC is seen as experts on the
initiative, and as such, has been asked to testify at the Legislature and at the
municipal level, and also to speak at debates and service organizations
regarding the research and apalysis MHPC has conducted. ' Often, MHPC is
contacted by the media to answer techmical questions about the bill or to
answer charges from those opposed to the [TABOR] initiative,

Billings adds that the MHPC does not specifically advocate a yes vote on TABOR
and does not engage in advertising relating to TABOR: .
The Maine Heritage Policy Center has not distributed or produced political
literature that specifically advocates a “Yes on 1" or “Vote Yes on
TABOR” position. In their remarks, MHPC’s staff does not tell people to
vote one way or the other. ... MHPC has not purchased television, radio,
or newspaper advertisements to influence the outcome of the referendum.
MHPC has not purchased nor distributed lawn signs, bumper stickers, or
other types of campaign material.
The MHPC has provided a three-ring binder of press releases, newsletters, and reports on a
variety of taxation and spending issues which include TABOR and other topics.
At your October 31 meeting, the MHPC’s president, Bill Recker, denied that the
MHPC had promoted TABOR. He compared the organization to. other educational or

research institutions such as the Margaret Chase Center at the University of Maine or the

Muskie School of Public Policy.
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4/1/06 Bill Becker “The referendum will boil down to a fundamental debiate on the

Heartland future of thig great state.” “The referendum campaign will be a

Institute choice hetween those who support the status quo versus those
who believe in greater econotmic prosperity.”

6/21/06 Bill Becker “This measure is reasonable, fair, and well-written. The

Magic City Taxpayer Bill of Rights offers a positive solution to Maine’s

Moming Star oneroys taxes while allowing room for government growth,”

&/20/06 Bill Becker “[Limiting taxation and government spending] has been an

Lewiston Sun- igsue we’ve been passionate about from the very beginning.”

Journal “The Maine TABOR was written apecifically for Maine ”

*This idea is sweeping the nation because taxpayers are fed
up.” ““We're tired of being at the bottom of the economic
barrel” “Is it any wonder that other states don’t want to join

U.S.”
9/13/2006 1. Scott Moody | “[TABORY], at the end of the day is going to mean more money
Blethen in the pockets of the average Mainer ...."

Newspapers

Many of the MHPC’s publicatic;ns include sophisticated analysis prepared by
MHPC employees with specialized backgrounds in economics or public policy. In that
sense, the MHPC does produce materials that could be categorized as educational or based
in statistical research. The promotional aspect of some of the MHPC’s statements,
however, seems to put it in a different category than the Margaret Chase Center or the
Muskie School which to my knowledge were neutral on TABOR. They do seem sufficient
to request that the MHPC consider whether it has received contributions or made
expenditures of more than $1,500 for the purpose of initiating, promoting, or influencing in

any way TABOR.

Funding for MHPC’s Activities on TABOR

Initially, the MHPC denied receiving any contributions to influence TABOR. In

his October 26 letter, Mr. Billings wrote:

The Maine Heritage Policy Center does not solicit or receive funds that are
predicated on the Center’s taking a position on any issue. All donations
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received are used to support the overall operations and general mission of

the Center. ... It has not solicited or received any contributions to influence

the outcome of a referendum campaign.

Mr. Lindemann believes these claims are false. He has obtained documents relating to a
contribution to the MHPC dated November 1, 2006 from Mr. David A. Briney of Denver,
Colorado. Based on Mr. Briney’s check, accompanying note, and mailing enveloﬁe, the
contribution is conspicuously in support of TABOR. Mr. Lindemann does not explain how
he came into possession of these documents, and it is possible that he arranged for the
contribution in order to gain information about the MHPC’s fundraising practices.

In response, Bill Becker sent at a thank you letter dated November 6 from Mr.
Becker to Mr. Briney, which includes the following language:

Om behalf of the Board of Directors, please accept m sincere thanks for your

generous contribution of $125.00 to The Maine Heritage Policy Center. We

are grateful for this donation, and will use it to advance our mission of

promoting The Taxpayer Bill Of Rights, a solution that will benefit all

people of Maine.
At first glance, I took the letter to be a form letter designed for contributions to the
organization in connection with TABOR. I requested further information, which resulted
in a December 4 letter from Dan Billings.

In that letter, Mr. Billings states that the “MHPC staff has rcviewed all
contributions received by the Center this vear.” He states that the MHPC received four to
six contributions that specifically referenced TABOR in 2006, although he continues to
claim that MHPC has not received any funds to promote, initiate, or influence the TABOR
initiative. The staff is confused by these statements and is hopeful that more light can be

shed through testimony at the December 12 meeting. Mr. Billings does not specifically

address funds received in 2005 making reference to TABOR.
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‘Also, Mr. Billings states that the MHPC has not solicited any contributions or other
funds in connection with the TABQR imitiative. IHe does state, however, that the “MHPC
has mentioned TABOR related work in its general fundraising activities.” He has
il]‘cludmfl a single fundraising letter dated Qctober 18 which be states was mailed after the
November 7 election to MHPC members. TABOR is heavily featured in the letter, and it
is unknown whether pre-election fundraising letters relicd upon TABOR to a similar

cxtent.

Requirements for PACs and §1056-B Filers

The legal requirements for PACs in Maine are fairly extensive. They must register
with the Commission and disclose their primary fundraisers and decision-makers, bank
account, and assets available for political purposes. PACs must report all contributions
recejved and expenditures made — including those expenditures not made to influence a
candidate election or ballot question (e.g. rent,l insurance payments, reimbursements to
staff or volunteers for expenses, compensation to accountants). They must appoint a
treasurer and keep records of all contributions and ‘explendituras,

In 2000, the Legislature modified subsections 3 and 4 of the PAC definition to
restrict it to organizations whose major purpose is to advecate the passage or defeat of a
ballot question, and raised the reporting threshold to $1,500. (Public Laws of 1999,
Chapter 729, §§ 6 & 7 (amending 21I-AMERS.A. § 1052(5)(AX3) & (4)) Tt also created a
separate reporting requirement for persons and organizations other than PACS that arc

raising and spending more than $1,500 for a ballot question campaign. (Chapter 729
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section 8 (enacting 21-A M.R.5.A. § 1056-B)) The new requirement was designed to be
less burdensome than the requirements for registration and reporting as a PAC.

This legmslation was enacted in direct response to a U.S. District Court decision in
Maine, Volle v. Webster, 09 F.Supp.2d 171 (D. Me. 1999}, in which the court held the
broader PAC definition unconstitutional as applied to individuals and groups that were not
formed for the primary purpose of advocating for the passage or defeat of a ballot question
and were spending small amounts (just over $30) in ballot question campaigns.

Under this new requirement in section 1056-B:

Any person not defined as a political committee who solicits and recejves

contributions or makes expenditures, other than by contribution to a

political action committee, aggregating in excess of $1,500 for the purpose

of initiating, promoting. defeating or_influencing in any way a ballot

question must file a report with the Comnmussion. In the case of a municipal

election, a copy of the samc information must be filed with the clerk of that
municipality. (21-A M.R.S.A. §1056-B) (underlining added)

The requirements on §1056-B filers are substantially less than PACs. Section 1056-B
filers are not required to report all contributions received and expenditures made — only
contributions received and expenditures made in connection with the ballot question. They
are required to fiIé at most a few pre-election reports and a single post-election report.‘ The
filers are not required to disclose primary fundraisers or decision-makers, or a bank

account. They are not required to appoint a treasurer or to keep records.

The MHPC does not appear to qualify as a PAC
Mr. Lindemann asserts that the MHPC may qualify as a PAC under Maine law.
The term political action committee is currently defined as:

5. Political action committee. The term "political action committee:"
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Includes:

(1) Any separate or segregated fund established by any corporation,
membership organization, cooperative or labor organization whose:
purpose 1s to influence the outcome of an clection, including a candidate
or question; '

(2) Any person who scrves as a funding and transfer mechanism and
spends money to initiate, advance, promeote, defeat or influence in any
way a candidate, campaign, political party, referendum or inittated
petition in this State;

(3) Any organization, including any corporation or association, that has
as its major purpose advocating the passage or defeat of a ballot
question and that makes expenditures other than by contribution 1o a
political action committee, for the purpose of the initiation, prometion
or defeat of any question; and

(4) Any organization, including any corporation or association, that has
as its major purpose advocating the passage or defeat of a ballot
question and that solicits funds from members or nonmembers and
spends more than $1,500 in a calendar year to initiate, advance,
promote, defeat or influence in any way a candidate, campaign, political
party, referendum or inthated petition, including the collection of
signatures for a direct initiative, in this State . ...

21-AMR.S.A. §1052(5). The staff concludes that the MHPC is not a PAC, based on

information available at this time. Applying the four parts of the definition in reverse

order, it does not appear that the MHPC has as its major purpose advocating for TABOR,

which disqualifies it from being a PAC uﬁder 5(A)(3) and (4). MHPC was formed before -

TABOR was drafted or circulated as a ballot question, and the materials supplied by

MHPC reveal that it is engaged in a variety of activities relating to tax reform and

gconomlic issues, beyond TABOR.

It does not appear to be a “funding and transfer mechanism™ under 5(A)(2) because

it has received only limited contributions to influence TABOR. Further evidence

regarding contributions received by the MHPC could require a re-evaluation of this

PAGE  B9/BG
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conclusion. There is no evidence that the MHPC 1s — or has — a separate or segregated
fund to influence TABOR referred to in 5(A)(1), and its counsel has specifically denied

this. It therefore appears that the MHPC is not a PAC.

Constitutional Issues

Secﬁon §1056-B requires reporting by any organization that “receives contributions
or makes expenditures ... aggregating in excess of $1,500 for thé purpose of initiating,

. promoting, defeating or influencing in any way a ballot question ...” (underlining added)
even though such activities do not constitute its major purpose. The language, on its face,
ié fairly broad, and it hag not vet been interpreted by any court in Maine. It could be
interpreted to encompass the types of prdmotional activities that MHPC has been engaged
in with respect to TABOR, as noted above.

In his October 26 and December 4 letters, Dan Billings urges the Comm.i.ssion to
interpret the 21-A M.R.S.A. §1056-B narrowly to cover only expenditures on
communications that expressly advocate the passage or defeat of a ballot measure. In
effect, the MHPC i; asking the Commission to depart from the plain language of §1056-B
(“influencing in any way”) and to read it to cover only express advocacy.

We believe that while the constitutional concerns expressed by the MHPC are
worthy of consideration, the guidance provided by the courts to date does not suggest that
the Commission must construe the statute as narrowly as MHPC urges. The United States
Supreme Court did strike down a Massachusetts statute that prohibited corporations from
spending their funds to advocate the defeat of a ballot measure, in First National Bank of

Boston v, Bellotti, 435 U.S. 765, 790 (1978), and also invalidated an Ohio statute that

10
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prohibited an individual from printing a flyer advocating defeat of a referendum question
unless the author was identified in the text of the flyer. Mcintyre v. Qhio Elections
Comm’n, 514 U.5. 334 (1995). However, those cases involved statutes that either
governed the content of political speech, or restricted who could make expenditures on
ballot question campaigns. In contrast, section 1056-B does not restrict an organization’s
ability to speak out for or against a ballot question and does not require identifying
information to be priﬁted on the communication itself.

The United States Supreme Court haé upheld statutes that simply requircd the
disclosure of the names of those contributing or spending money to support or defeat a
ballot initiative, in a report to be filed with a governmental agency. Buckley v. American
Constitutional Law Foundation, 525 U.5. 182 (1999), and Citizens Against Rent Control v. |
City of Rerkeley, 454 U.S. 290 (1981). Indeed, the coutts have generally been quite
willing to uphold after-the-fact reporting requirements, while subjecting restrictions on the
content of political communications (e.g., requirements for certain disclosures in the text of
the commurication) to greater scrutiny.

All of the above mentioned cases were raised and discussed by the U.S. District
Court (Homby, J.) in Volle v. Webster, as the basis for the court’s conclusioﬁ that
“although there are First Amendment restrictions on what a state can do, a public filing
requirement in an issue-only election is not wholly prohibited.” 69 F. Supp. 2d at 174.
Aﬁoth.er federal District Court within the First Circuit reached a similar conclusion in
discussing these same cases fnmre recently, noting “none of these cases holds that a state’s

interest in public disclosure of campaign funding sources can never justify regulation of

11
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contributions and/or expenditures with respect to ballot questions.” Rhode Island Affiliate
ACLU v, Begin, 431 F. Supp. 2d 227, 238 (D. R.L. 2006).

Dan Billings cites as authority for his position Rickey v. Tyson, 120 F. Supp. 2d
1298, 1318-19 (S.D. Ala. 2000), in which the federal District Court chose to construe the
phrase “for the purpose of influencing” in Alabama’s Fair Campaign Practices Act more
narrowly to require disclosure only of contributions and expenditures that involved express
advocacy in ballot question campaigns. The Richey court relied heavily on the fact that the
Alabama Legislature had employed the same phrase “for the purpose of influencing™ that
was used in the Federal Election Campaign ‘Act governing candidate elections and was
narrowly construed by the U.S. Supreme Court in Buckley v. Valeo to encompass only

k1

“express advocacy.” Richey was decided before McConnell v. Federal Election
Commission, 540 11.8. 93 (2003), however, which held with respect to candidate elections
that it is not unconstitutional for governments to require financial disclosure of political
speech going beyond express advocacy, as long as the reporting requirements are not
vague or overbroad. It is not clear whether the federal court in Alabama would have felt as
constrained to employ the express advocacy test if it were addressing the same issue with
the benefit of the Supreme Court’s clarification in McConnel! that the express advocacy
test is not constitutionally required.

This case law is far from conclusive in terms of defining the scope of disc].osure
requirements that the courts will permit in ballot issue campaigns, Based on the legal
research that the Commission’s counsel and [ have performed to date, however, we cannot

agree with Mr, Billings that the court decisions “lead[] to the conclusion that state

regulation of speech regarding referendum questions is only constitutional if the regulation

12
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is liﬁlited to speech which expressly advocates the passage or defeat of a referendum
question.” The case law is simply not that clear-cut.

The Legislature crafted the reporting requirement in §1056-B to address the
constitutional conecerns identified by the District Court in Folle v. Webster. As written, the
statute imposes no requirement for organizations such as MHPC, MMA and others who
have commented on this matter, to register or form a PAC if their maj of purpose is not to
engage in ballot question advocacy. And the statute does not restrict in any way the
content or quaﬂtity of communications by such groups regarding ballot questions. In
contrast to our statutory provisions on independent expenditures in candidate elections,
where the language useﬂ clearly limits the scope of reportable expenditures to
communications that “expressly advocate,” the Maine Legislature has not seen fit to
articulate such a narrow standard in the area of ballot question campaigns. Accordingly,
we believe the Commission should apply §1056-B as it is written to require reporting of
contributions received or expenditures made “for the purpose of initiating, promoting,
defeating or influencing in any xz;ray a ballot question.” We do not believe it would be
proper for the Ethics Commission as an administrative agency to limit the application of a
statute contrary to the apparent intentions of the Legislature as expressed in the plain
language of the statute.

In addition, as a matter of policy, rcadmg §1056-B to cover only express advocacy
seems at odds with the disclosure purposes of the campaign finance law. The underlﬁng
purpose of this type of campatign finance reporting is to provide the voting public with
information concerning which individuals, groups or organizations are influencing Maine’s

ballot question elections, and what expenditures have been made to influence voters.

13
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STATE OF MAINE
COMMISSION ON GOVERNMENTAL ETHICS
AND ELECTION PRACTICES
135 STATE HOUSE STATION
AUGUSTA, MAINE
04333-0135

To:  Comimission Members and Counsel

From: Jonathan Wayne, Executive Director

Date: December 20, 2006

Re:  Analygis of Septernber 18, 2006 TABOR Debate

In case you have not yet had an opportunity to watch the videotaped TABOR debates
submitted by the Maine Municipal Assocation (MMA), this memo summarizes the September
18, 2006 debate at the Waterboro Town Hall from the perspective of whether the Maine
Heritage Policy Center provided its executive director Bill Becker for the purpose of
promoting or influencing the TABOR initiative.

The event was part of a meeting of the Eleven Town Group, an association of town selectmen
and others who meet monthly to discuss regional issues. The event was described by the
introducer as a “debate,” and Bill Becker was referred to several times as the “proponent” of
TABOR. Geoff Herman of the MMA was referrcd to as the opponent.  Mr. Becker did not
deny that he was a proponent of TABOR. He himself twice referred to the event ag a debate,
and made references to anti-TABOR organizations as “the other side.”

There was a significant amount of background information conveyed by Mr. Becker that did
not refer to TABOR: e.g., discussion of Maine’s high personal income rates and health
insurance premiums, and previous spending limits that were ineffective. There was also
explanation of how TABOR would work, particularly the procedures municipalities could use
to override the spending limits. The information provided by Becker and Herman was
detailed and very educational. Mr. Becker did not expressly advocate for a “yes” vote on
TABOR. :

Some comments made by Mr. Becker certainly appeared to me as intended to promote or
influence the TABOR inttiative. He referred to TABOR in positive terms as an “answer’ to
high taxes and as a “solution”. Mr. Becker linked TABOR to desirable economic results such
as mgher growth, and lower taxes and health care premiums. His comments overall conveyed
a sense of urgency that called for collective action (e.g., “We've got to make it tougher [to
raise taxes]” or “We want to draw young people, draw businesses into the state.™)

I have listed below some examples of Mr. Becker's comments with underlining to draw your
attention to the comments that were most promotional.

So, one might ask what has brought us here. Why are we here debating the Taxpayer
Bill of Rights? My organization, the Maine Heritage Policy Center, which 1 co-founded
just about four years ago, wrote it as an answer to a problem that we saw and that Maine
people have indicated time and time again: that our taxes our too high, and that
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government spending at all levels has reached a point at which our taxpayers cannot foot
the bill any longer. (beginning at 9:50)

In 2005, only two states saw a decline in economic activity. This was reported out by
the Federal Reserve Bank of Boston just in June of 2005. One was hurricane-ravaged
Louisiana. The other was the state of Maine. That’s not aceeptable to you and it’s not
acceptable to me. We've got to find a way to match our high quality of perspnal lifc
that we have in the state with a high gquality of economic life. So, part of the reason -
part of the way to get to that — is by looking at government spending and our level
taxation .... (10:43)

We have the highest percentage of our population on Medicaid under the age of 63 of
any state in the nation: 21% of our population under the age of 65 is on Medicaid.
Tennessee used to have that honor, until Democrat Governor Phil Bredesen decided the
state could no longer afford it, and they forced a cut of a couple hundred thousand
people off the Medicaid system. And that’s not something that we necessarily need or
want here in the state of Maine. But what we do want is affordable health insurance,
and that is directly linked to the Taxpaver Bill of Rights. (13:15)

Just like businesses do every day - and many of you run businesses — you try to figure
out what are the best practices that we can usc in our businesses to enhance our

productivity, to enhance our profit, to make the best place to live and to work and for
pur customers. That’s really what the Taxpaver Bill of Rights is. (19:40)

It does make it tougher to raise taxes. Absolutely. But that’s exactly the point. We've
gst tax_burden in the country. We’ve got to make it tougher. (22:52)

[Referring to reductions in tax rates promoted by governors in other states] Why did
these people do this? It's because they said: “We're not competitive, We're competing
against cach other and we want to draw young people, draw businesses into our state,”
And that’s what the Taxpayer Bill of Rights allows us o do. (25:20)

Again, we're faced with a situation where property tax collections in the state of Maine
increased by nearly 30%. Our incomes only increased by 10%. That’s a huge
difference. So, is it going to be a little bit tougher to raise a tax or to increase spending?
Abseolutely. But the reality is: there is no other solution out there. The other side isn’t
offering 2 solution. The other side isn’t saying: here’s how we can address our tax
burden. (1:10:25)

We released a report Jast week that said “Look, over the long haul — in the short term
and the long haul — the Taxpayer Bill of Rights will put more money in Maine people’s
ockets and will increase the number of jobs in the state of Maine as a result of that.
(1:22:43)
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December 6, 2

BY FACSIMILE, ELECTRONIC & FIRST CLASS MAIL
Maine Commission on Governmental Ethica & Flection Practices
135 State House Station

Aungusta, Maine 04333

RE: Carl Lindemann/ Maine Heritage Policy Center
To Members of the Commission:

I submit this letter of behalf of my client, Carl Lindemann, it response to the
letter submitted by counsel for the Maine Heritage Policy Center on December 4, 2006.

At the outset, Mr. Lindemann simply wishes to note that the MHPC, in its
December 4™ submission to the Cotnmission, has repeated the same material false
statement it hag made pumerous times before: “MHPC has not received any funds from
any source specifically to promote, initiate, or influence the TABOR initiative.” The
MHPC’s refusal to accept anry responsibility — after it was caught receiving and accepting
funds specifically for TABOR, and lying to the Commission — can only be explained by
the gencral philosophy of the organization itself, which is generally hostile toward, and
contemptuous of, both government and government regulation.

L Constitutional Issues Reised by MBPC

That same conterupt and hostility is reflected in the principal approach taken by
MHPC in its December 4, 2006 submission, which is to deliver a not-so-subtle WRITIng
to the Commission regarding its constitutional right to free spesch. I 2 roundabout way,
MHPC suggests that the Commission’s sbility to enforce the law in this case may be
severely limited and constrained by the First Amendment rights of the MHPC. M.
Lindemann interprets this approach primarily as an effort to distract attention away from
the fundamental issues in this case, which is whether the MHPC broke the law with
regard to campaign finance and reporting, and whether MHPC inteptionally deceived the
Commission i the context of its investigation. That sald, M, Lindemann wishes to
address the constitutional arguments raised by MHPC ag a shield against the full
enforcement of the law in this case.
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Law OFFICE OF JOHN H. BRANSON, P.A.

Maine Commission on Governmental Ethics & Election Practices
December 6, 2006
Page 2

Firat, it must be noted that none of the statutory provisions to be enforced and
interpreted by the Commission in this case — 21-A M.R.S.A. § 1001 et seq. and 21-A
M.E.S.A. § 1052 et seq. — place any limitations whatsoever on the armount that a political
action comnittee or other organization can receive or spend in promoting, or advocating
the defeat of, a ballot initiative. The anly contribution limitation set forth in these
statutory provisions is set forth in 21-A M.R.8.A. § 1056, which provides that a political
action cammittes cannot coniribute more than $500 in support of the candidacy of a
gubernatorial candidate or more than $250.00 in support of any other candidate for office.
The statutory provisions 1o be interpreted and enforced by the Commission in this cass
refate solely to: (1) various reporting and registration requirements imposcd upon persons
and orgamz.atmns that receive or ¢xpend funds in suppart of a ballot initiative; and (2)
prohibitions against material false statements to the Commission.

A guick review of the cases cited by the MEPC reveals how totally vnavailing,
they are as a defense. The principal holdings of Buckley v, Valeo, 424 U.S, 1, 96 3.Ct.
612 (1976), can be summarized as follows: (1) statutory limits set forth in the Federal
Election Campaign At of 1971 on the amount of contributions from third parties and
orgaruzations to the campaign of a candidate for office were upheld as constitutional; (2)
statatory limits set forth iy that Act on the amount that & candidate could spend on his or
her own campaign were found to be unconstitutional; (3) overall limits set forth in that
Act on the total amount that could be spent by a candidate for public office were held to
be unconstitutional; and (4) the recordkeeping, reporting and disclosure provisions of the
Federa] Election Campa;gn Act of 1971 were upheld as constitutional, on the ground that
those provisions were substantially related to irmportant govermmental intarests. The first
three holdings surmmarized above provide no basis for challenging the registration and
Teporting requirements set forth in 21-A MUR.S.A. § 1052 et seq., or the Commission’s
proper role in investigating and enforcing the statatory provisions set forth therein
pursuant to 21-A M.R.B.A, §100] et s2q. Indeed, the fourth holding of Buckley
referenced above clearly stands for the proposition that the State of Maine’s registration,
reporting and disclosure requirements at igsue in the current case are plainly
constitutional. As the High Court noted in Buckley, such provisions provide the public
with essential information “as to where political campaign money comes from and how it
is spent” in order to aid voters in evaluating the persons and organizations promoting a
particular candidate for office, and to “deter actual corruption and aveid the appearance
of corruption by exposing large contributions and expenditures to the light of publicity.”
Buckley, 525 1.5, at 66-67, 119 8.Ct. at 857, See aiso Buckley v. American

Constitutional Law Foundation, 325 U.3. 182, 202, 119 5.Ct. 636, 647 (applying same
prineiple and holding to ballot initiatives),
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In First National Bank of Boston v. Belloti, 435 U.8, 765, 98 8.Ct. 1407 (1978),
the 1S Supreme Court struck down a Massachusetts criminal statute that prohibited
corporations from making contributions or expenditures to influence the outeome of a

‘vote on any question that did not materially affzct the property, business or assets of the

corporation, finding, inter alie, that corporation are “persons” for purposes of the First
Amendment of the Constitution, Becanse the case before the Commission does not
invalve any attempt to limit the amount that MHPC can recgive or spend in support of, or
in opposition to, a ballet initative, Bellowti is wholly unhelpful to MHPC’s defense, and
provides no support whatsoever for MHPC’s insistence that the First Amendment
constraing the Cornmissions ability to enforee Maine campaign finance and teporting
laws with regard to MHPC’s activities.

Inn Citizens Against Rent Control v. City of Berkeley, 454 1.8, 290, 102 5.Ct. 434
(1981), the High Court struck down 2 Jocal ordinance thar limited the total arpount that a
private association could spend to promote or oppose a ballot measure. Because the case
before the Cormmission does not involve any attetnpt to limit the amount that MHPC can
spend in support of, ot in opposition 1o, a ballot initiative, this case is wholly inapposite
and unsupportive of MHPC’s cauge. o

In Melnipre v. Ohio Elections Commission, 514 U.S. 334, 347, 115 $.Ct. 1511,
1518 (1993), the U.S. Supreme Court did note that “the principles enunciated in Buckley

‘extend equally 1o issnes-based elections.” However, as noted above, none of the holdings

in Buckley have any applicability to the current case, in which the Commission is seeking
to enforce the registration and reporting requirements for organizations who recejve or
expend fumds to promote the passage of, or the defeat of, a ballot measure, and is not
seeking to enforce any limitations on the amount that an organization can receive or
expend for that purpose.

In Buckley v. American Constitutional Lenw Foundation, 525 11.8. 182, 119 5.Ct.
636, the High Court held as follows: (1) Colorade statute requiring that petition
circulators for a ballet initiative be registered veters violated free speech rights under the
First Amendment; (2) Colorado statute requiring that petition eireulators for a ballot
initiative wear idontification badge bearing the circnlator's name violated free speech
rights under the First Amendment; (3) Colorado statute requiting that proponents of &
ballot initiative report the names and addresses of all paid petition circulators and the
amount paid to each circulator violated First Amendment free speech guarantee; and (4)
provisions of the statute requiring an organization to disclose the names of injtiative
sponsors. and the amounts spent gathering support for their initiatives, was held to be
constitutional as being substantially related to an important sovernmental interests,
namely, to provide information to the electorate “as to where political campaign money
comes from and how it is spent” and to “deter actual cormuption and avoid the appesrance
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of cornuption by exposing large contributions and expenditures to the light of publicity.”
Id., 525 U.8. at 202, 119 8.Ct. at 647 (citing Buckley v. Valeo, supra)

In Richey v. Tyson, 120 F.Supp. 2d 1298, 1319 (D. Ala.}, the U.S. District Court
for the District of Alabama held that rejected the petitionsr’s claim that it was
constitutionally exempt from regulation by Alabama’s Fair Carpaign Practices Act,
finding that the laws requiring the disclosure of contributions and expenditures made for
issue advocacy were justified by the compelling state interest in providing the electorate
with information. In reaching that decision, the courf interpreted the disclosure apd
reporting requirements of the statiute as being lirnited to contributions and expenditures
made for the pwrpoase of “express advocacy.” Id. at 1318~1321. The ¢ourt in that case
also refected petitioner’s claita that the Fair Campaign Practices Act was uncongtitutional
on the ground that it discovraged organizations from speech that would trigger politica)
committee status, Jid. at 1324-1325.

The basic holdings of Rickey are therefore detrimental, not helpfigl, to the cause of
MHPC in this case. Because the allegations &t issue here are that MHPC has received
and spent funds for the purpose of expressly advocating for TABOR and its passage, the
Commission’s regulation of that activity undey Maine’s reporting and disclosure statutes
passes constitutional muster under any of the statutes cited by MEPC, to the extent they
are relevant. '

Finally, with regard to the constitutional position now taken by MHPC, one
wauld have expected the MHPC to assert that position as a defense to the Commission’s
initial atternpts to get information from MHPC in the context of its investigation of Mr.
Lindemann’s complaint. MFPC might have even sought to obtain an injunction against
the Commission in a cowurt of law and 2 declaratory ruling that the statutes gs applied to
MHPC are unconstitutional. Instead, MHPC first attempted to short-cirouit the
investigation by lying to the Commission, hoping that the Commission would rely upon
their false statements in deeiding not to pursue the matter. Thai strategy almost worked.
Now that new evidence hag been presented, and its strategy of deceit has backfired,
MPHC sezks refuge in the Constitution to avoid the rghtful consequences of its conduet,

I MHPC's Response on Critical Facinal Issues

As noted above, Mr. Lindetnann is simply stunned that MHPC would repeat the
game false statement it made to the Commission in its letter dated Qctober 26 and at the
first meeting of the Commission on October 31 — that “MHPC has not received any funds
from any source specifically to promote, initiate, or influence the TABOR initiative™ —
notwithstanding the new evidence that directly contmradicts that statement, Maine Heritape
Policy Center’s response shows contempt for the Ethics Coramission by brazenly
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repeating the same false statements it made in its submission dated October 26 and during
the October 31% meeting before the Commission. Tt remains unnoved by the new
evidence that demonstrates the knowingly false and deceptive nature of those statements.
It is what you might expect from an organization. driven by an anti-government and enti-
regulation philosophy. By its actions and omissions throughout this investigation, the
MHPC has demonstrated total disrespect for the Commission's legitimate and necessary
role in enforcing the laws of this State in order to ensure transparency in our political

Process,

Z

John H. Bransen

ee: Car]l Lindetmans
Phyllis Gardner, Fsqg,
Daniel I, Billings, Esq.
Jonathan Crasnick
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December 4, 2006
Jonathan Wavne, Bxecutive Director
State of Maine Comemission on Govermmental Eﬂncs & Electmn Practices
135 State House Station
Angusta, Maine 04333-0135
RE: Maine Heritage Policy Center

Drear Jonathan:

I amn writing in response to your November 28" letter seeking more information from

the Maine Heritage Policy Cenmter ("MHPC”) due to new allegations raised by Carl
Lindemann. While I am happy to answer the questions raised in your letter, I need to firs
address the legal standard that the Commission must apply when considering the questions
that bave been raised conceming MHPC’s activities rclated to the Maine Taxpayer Bill of
Rights. Much of the difficulty in assessing the concerns that have been raised about MHPC
has been the wncertainty that has resulted from the bread language contained in 21-A
MRS.A. §1056-B and the court decisions indicating only 2 much narrower approach to
regulation of speech regarding ballot measures can swstain constitubional scrutiny. Before
considering the complaint against MHPC, the Commission should firat decide how it will
apply Maine law to all persong and eatities engaging in speech regarding ballot measures in
light of the court decisions in this avea,

Constitutional Sténﬂnrds

21-A M.R.S.A. §1056-B requires that “[ajny persom not defined as a political
committee who solicits and receives contributions or makes expenditures, other than by
cantribution to a political aclion committes, aggreégating In excess of 81,500 for the purpose
of initiating, promoting, defeating or influencing in any way a ballot question must file a
report with the commission.” The statute further requires that the report filed “contain an
itemized account of each contribution received and expenditure made aggregating in excess of
$100 in any election; the date of each contribution; the date and purpose of each expenditure;
and the name of each coniributor, payce or creditor.™ The statute includes very broad
language, which if not applied narmwly, would, for the reasops explained below, not
withstand & constitutional challenge.

-_— =T
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In Buckley v. Valeo, 424 U118, 1, 96 S.Ct. 612, 46 L.Ed.2d 659 (1976), the Supreme
Court considered wide-ranging challenges to the Federal Election Campaigns Act (“FECA™).
The Court deseribed “[d)iscussion of public issues and debate on the gualifications of
candidates [as) integral to the operation of the system of government established by our
Constitution [to which] [t]he First Amendment affords the broadest protection.™ Id. at 14, 96
S.Ct. 612, The Court then recognized a “distinction between discussion of issues and
candidaies and advocacy of election or defeat of candidates.” Id. at 42, 96 3.Ct. 612. To

“avoid problems of vagueness and overbreadth that would otherwise be presented by certain of

FECA's provisions, the Court construed them to reach only communications “that expressly
advocate the election or defeat of a clearly defined candidate.” Id. at 80, 96 S.Ct. 612; See
also Id. at 43-44, 96 5.Ct. 612. The Court restricied express advoeacy, in tum, to
communications utilizing imperative terms such ag “vote for [or against],” “support,” “defeat”
or “reject.” Id. at 44 n. 52, 96 5.Ct. 612,

‘Whilc Buckley dealt with candidate elections, only in later cases did the Supreme
Court deal with ballot measures that did not invelve candidates for office. An examination of
the Supreme Court’s jurisprudence in the area is useful to the issues curenily before the
Commission.

Tn First Natignal Bank of Boston v. Bellott, 435 1.S. 765, 790, 98 $.Ct. 1407, 55

L.Ed.2d 707 {1978), the Supreme Cowt recognized that votes on ballot measures involve less
risk of corruption that would justify state regulation than do candidate elections where there is
concern to avoid a quid pro quo arrangement between a candidate and the contributor.
“Referenda are held on issues, not candidates for public office. The risk of corruption
perceived in cases involving candidate elections simply is not present in a popular vote on a
public issue.” Id. at 790, 98 8.Ci. 1407 {citations and foottiote omitted).

In Citizens Against Rent Control v. City of Berkeley, 454 1.8, 290, 102 S.Ct. 434, 70

L.BEd.2d 492 (1981), the Supreme Court struck down state limitations on money contributions
to political committees supporting or opposing a ballot measure. In doing so, the Court
observed that “[tlhe integrity of the political system will be adequately protected if
contributors are identified in a public filing revealing the amownts contributed.” Id. at 299-
300, 102 8.Ct. 434,

In MeIptvre v. Ohio Elcetions Comm'n, 514 U.S. 334, 347, 115 §.Ct. 1511, 131
L.Ed.2d 426 (1995), the Supreme Court held that “the principles enunciated in Buckley

extend equally 1o issues-based élections” and made clear that exacting scrufiny applies to any
state regulation of advocacy in noncandidate elections like referenda.

The Supreme Court's most recent pronouncement in this area of noncandidatc
clections is Buckley v. American Constitttional Law Foundation, 525 1.8, 182, 119 3.Ct.
636, 142 L.E4.Zd 399 (1999) (“Buckley II"). That deecision struck down a number of
Colorado regulations concerning the state's petition process. In doing so, however, the
Supreme Couwrt said that it was legitimate for a state to require sponsors of ballot initiatives to
disclose to the State the names of propunents of the petition and the amount being spent. Id.
at 647-48. The Court approvingly idemtified that requireriient as a way to inform voters of
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“the source and amount of money spent by proponents to get a roeasure on the ballot.” Id. at
647, .

Though the Supreme Court cases in this area do not directly address whether a state
can copsiitutionally require disclosnze of contributions and expenditures that are spent on
speech that does not cxpressly advocate the passage or defeat of a referendum question, the
lowet courts that have considered the issue have concluded that state regulation must be
limited to express advocacy. In Richev v, Tyson, 120 F. Supp. 24 1298, 1319 (D. Alzbama
2000y, the District Court beld that the 1I.S. Constitution required that Alabama’s Fair
Campaign Practices Act, which contained broad language such as is contained in Maine law,
must be read narrowly to confine the scope of its disclosure requirements to contributions and
expenditures for the pwpose of expressly advocating the passage or defeat of a referendum
question. In California Pro-Life Coungil, Inc. v. Getman, 328 F.3d 1088, 1098-99 (9™ Cir.
2003), the Court of Appeals held thet a state court ruling limiting state regulation of candidate
related ads to those containing express advacacy also apphed to specch related to referendum
questions. -

A review of these cases leads to the conclusion that state régutation of speech

regarding referendmm questions is only copstitutional if the regulation is limited to spesch
which expressly advocates the passage or defeat of a referendum question, With these cases

in mind, the Commission should read Maine law narrowly as to only require reporting of .

contributions and expenditures which are used for speech which directly advocates the
passage or defest of a referendurn question. Any other reading would impermissibly interfers
with speech which is entitled to the broadest First Amendment protection.

It should alsn be noted that none of the policy concerns that continne to be debated
regarding what expenditures should trigger matching funds to candidate under Maine's Clean
Eicotions Act are relevant to this issue. There are no matching funds at stake that can be
triggered in referendum campaigns and there are no contribution limits which are apphcablr
to such campaigns.

If Maine law is read narrowly, as required by the U.8. Constitution, no reporting of
any kind should be required by MHPC. A great deal of material concerning MHPC has been
submitted to the Commaission. To date, I have seen nothing which would indicate that MHPC
spent amy funds to expressly advocate the passage of the Maine Taxpayer Bill of Rjghts

Responses to Questions in November 28" leiter
In your letter, you asked four questions. Each question is addressed below:.

(1) Has the MHPC received any funds from any source specifically to promote, initiate, or
influence the TABOR initiative? If so, please state the total amount received. If an

exact amount is not available by December 4, please provide an estimated amount for
the time being.

MHPC has not received any funds from any source specifically to promote, initiate, or
influence the TABOR. initiative. All contributions received are used to support the overall

R iy m] ]
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operations and general mission of MHPC. No funds were specifically segregated or dedicated
to activities related to the Maine Taxpayers Bill of Rights. No activities undertaken by
MHPC related to the Maine Taxpayer Bill of Rights were contingent upon or the result of any
funds received from any source. ‘

As a regult of this question, MHPC staff has reviewed all contributions received by the
Center s vear. Four confributions, including the contribution from Mr. Briney, were made

“along with comrespondence or references on checks mentioning TABOR or MHPC’s work

related to TABOR. These four contributions total $975, less than the $1500 threshold
requiring reporting under Maine law. Tt should be noted that thesc contributions were not
treated any differently than any other coniributions to MHPC and the fands were not
dedicated to any activities related to the Maine Taxpayers Bill of Rights. It should be no
surprise that some coatributors may mention MHPC’s TABOR. related work, based on
MHPC’s activities as detailed in my letter of October 26

There were also two other contribuiions received whers TABOR was referenced along
with the contributions. In both cases, MHPC staff spoke to the donor and made sure the
donor understood that contributions to MHPC would not be used as part of the campaign to
pass TABOR and that all contributions received are used to support the overall operations and
general mission of MHFPC.

In Qctober, MHPC received a $3,000 contribution with “TABOR” in the memao.
MHFPC staff imew the donor personally, and communicated with the donor regarding the
donor’s intent. MFPC staff explained to the donor that MHPC’s role was limited to research
and education and that a separate, independent organization was runming. the initiative
campaign and purchasing media, etc. Based on these discussions, the contributor asked that
$2500 be refunded, with $500 retained by MHPC for their general operating research and
analysis work, MHPC complied with the request. ‘ .

Additionally, one other $1,000 unsolicited donation was reccived in 2006 with a
personal check that did mot reference TABOR. However, on the inside of the donation
envelope, a note “For TABOR!™ was handwritien, MHPC staff called the donor and spoke
with the donor about the nature of MHPC’s work. It is the MHPC staff’s belief that the donor
was aware that the organization®s work was not political, nor engaged in express advocacy —
but rather that the donor’s coniribution was for general support of MHPC’s role in strictly
research and education efforts

(2) Has the MHPC solicited any contributions or other Junds in connection with the
TABOR initiative? :
‘ , ajd\,;e_ < lﬂf‘rh‘“ﬁ'

No. However, D C has mentioned its TABOR related work in_jts_genetal
fundraiging activities:” For cxample, the enclosed fundraising letter, marked as Exhibit A,
mentions MHPC's work related to TABOR. It should be poted that though the letter iy dated
October 18", it did not go out until after Noverber 7th and no contributions were received as

.aresult of the letter before November 7°.  Also, the Iéfter was oRly gemrto existing MMPE~
members,

L ot
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(3)  Is the November & letter from Bill Becker a form letter used by the MHPC 1o thank
donors for contributions or other funds given 1o promote TABOR?.

No. Enclosed, marked as Exhibit B, is a copy of the form letter used by MHPC to
thank contributors. As you can see, changes were made to the regular form letter to recognize
Mr. Briney’'s expressed interest imn MHPC’s work refated to TABOR. It is MHPC’s practice
to alter the general form letter as a result of areas of interest mentioned by the donor.

(4)  Was part of MHPC's mission in 2006 to promote TABOR, as stated in Mr. Becker'y
November 6 letter?

The language contained in the November & letter was a result of changing the usual
form letter which states “we will use [your donation] to advance our mission of promoting
free markets and conservative public policy solutions that will benefit all people of Maine.”

MHPC’s mission, as stated on its application for 501 (c)(3) status is:

The Mdaine Heritage Policy Center is a research and educational crganization
whose mission is to formulate and promote conservative public policies based
on the principles of free enterprise; limited, constitutional government;
individual freedom, and traditional American values--all for the purpose of
providing public policy sclutions that benefit the people of Maine.

MHPC's staff’ pursues this mission by undertaking accurate and timely
research and marketing these findings to its primary audience: the Muaine
Legislature, nonpartisan Legislative staff, the executive branch, the state's
media, and the bread policy community, MHPC's products include
publications, articles, conferences, and policy brigfings.

The Maine Heritage Policy Center researches and formulates innovative and
proven conservative public policy solutions for Maine in three general areas:

Economy/Taxation
Education
Health Coare

Governed by an independent Board of Directors, The Maine Heritage Policy
Center is @ nonprofit, nonpartisan, tax-exempt orgenization. MHPC relies on
the genmerous suppori from individuals, corporations, and foundations, and
does nof accept government funds or perform contract work.

A more abbreviated version of MHPC’s mission appears on its publications:
The Maine Heritage Policy Center is a 501 (i::) 3 nonprofit, mompartisan

research and educational organization based in Portland, Maine. The Center
Jormulates and promotes free market, conservative public policies in the areas

PAGE  23/BR
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" of economic growth, fiscal matters, health care, and education — providing
solutions that will benefit ail the people of Maine. Comtributions to MHPC are
tax deductible to the extent allowed by law.

MHPC believes that its work related to the Maine Tﬁx;;ayer Bill of Rights, which was
detailed in my October 26™ letter and in testimony to the Commission, is in keeping with this
mission. ' .

Allegations contained in Carl Lindemann’s November 27" letter

Mr, Lindemann’s allegations of “criminality,” *willful deceit,” and “material false’
staternents” are not worthy of a response, The alleped “new evidence” provided by Mr. ,
Lindemann is dated after my letter of October 26" and after the Qctober 31 Commissicn
Mecting. Therefore, nothing contzined in the documents is relevant to the facts as they
existed on October 26" or QOctober 31¥, More importantly, for the reasons stated above, the
documents do not substantively coniradict the position previously advanced by MHPC.

Mr. Lindemann’s complaints to the Commission are just one part of his long running
campaign against MHPC. Previousty, he has filed complaints against MIIPC with the
Internial Revenue Service which were dismissed. His more recent actions, which inchide what
appears to be mn attempt to entrap MHPC into accepting what he believes is an illegal
copimbution and written attacks against me, Bill Becker, Commnission staff, and members of
the Commission, go well beyond what should be considered acceptable behavior by somebite
appearing before the Commission. A good faith disagreement on the meaning of the law
should not reswlt in such personal attacks as part of 2 proceeding before a repulatory board.
The Commission should also consider what could result if it takes action based one party’s
apparent attempt to lure an opposing party into what the first party sees as a campaign finance
violation.

Twill be in attendance at the Commission’s December 12™ meeting, along with MHPC
President and Chief Executive Officer Bill Becker., If I can be of assistance by providing
additional information or answering additional questions before the meeting, piease let me
know, ‘

Daniel 1. Billings
e-mail: dbillings@ewitiet |




12/87/2088 17:85 2A7287677S ElRLIG=E UMM L2 L™

Dctoher 18, 2006

‘Daar '
The Maine Heritage Policy Center continnes to educate Maine people on the value of a

strong economy and the need for fundamental reforms in the way we operate our state. In

addition to authoring THE TAXPAYER BILL OF RIGHTS, we've completed our latest

publication, the Maine Economic Atlas, This comprehensive book provides an objective
look at Maine at the mun:icipal level, providing lawmakers, schools and the media with a
tool with which to make informed policy decisions. The Atlas provides statistics on
demographics, education, economics, health care and taxation and it’s available for

purchase by calling our office at 207-321-2530 or on owr Web sife at
www. tnainepolicy.org.

As the author of THE TAXPAY’ER BILL OF R_[GHTS we behevc that this initiative
prowdes 2 road map to jump-start Mamr: S economy. W‘lﬂl only a faw weeks until the
election, we are in a fight for Maine’s economic hfe* As you ar¢ aware, Maine has the thc

highest property taxes and the highest state and logal tax burden in the country. Our

economy continues to étmggle. In 2005, Maine was just one of two states to see a
decline in economic activity, as rapurtad by the Federal Reserve Bank of Bogton.
Louisiana, which was ravaged by Inuricane Ka.trina, was the oply other stale to sce a
decline. It is more imporfant than ever to educafﬂ Maine citizens about the challenges we

currently face.

We understand that the econommic pie is shrinking. A large part of the problem has been
Maine’s highest-in-the-nation tax burden, drven by out-of-control gn#emment spending.
One way to address that problem is through an effective “Tamand-Expendimré Limit”
%uch as Maine’s proposed TAXPAYER BILL OF RIGHTS. Such rcs@ongibl:: ?ﬁhIic
poncy encourages Maine businesses to remain in the state and grow thus cre:atmg more
Mamc Jobs and higher incomes for Maine workets. Wlth Maine’s per capita tax burden

growing 50% faster than the rate uf inflation, we must act now and work to stop Maine’s

I A
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spending fronzy. Since January 2003. govemment jobs have grow at more thay_twice

the rate of povate sector jobs. This is not an investment in Maine’s fiuture. MHEPC is

digging out the facts every day and working hard to promote responsible public policies

based on facts and evidence, not emotions, and we need vour support.

ears - this is an

Maine has ssen a decline of forty thous:
alarming and startling figure. THE TAXPAYER BILL OF RIGHTS addresses this with

reasonable increases in local education spending. By creating more jobs and atiracting

people to the state, we can change the {act that we have the sccond-lowest birth rate in the
country. This will reverse the decline of school enrollment, thus strengthening our

schools,

In order to be suecessful, we arc asking for your financial investment. Your tax-

deductible contribution can be made be returning the enclosed donor cnvelope with a

check or credit card information. Or, simply go online to our Web site at
www.mainepolicy.org and click on “Donate Online” to make a secure donation via eredit
card. Please consider a gift to MHPC today! - .

THE TAXPAYER BILL OF RIGHTS is the only public policy in' front'uf Maine voters
ot our legislators that is guaranteed to reduce Maine’s tax burden and ensure that
government does not grow fagter than the peoplés’ ability. to pay. Ii is a reasonable
solution for Maine citizens and I thank vou for Eeing part of the solution in helping o

solve Maine’s economic challenges and for your ongoing investment in Majne’s futire.

Please find enclosed two new Maine Herjtage Policy Center publications and an editorial

on how the media has grasped the Maine Economic Atlas. 1 hope that you enjoy readmg

this material and I welcome your feedback at wbeclce;@mamgpohcx org. Thank you -

again.

Sihc:emly,

Bill Becker
President and Chief Executive Qfficer
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FROM: :HMAIME HERITAGE POLICY CENTER s ND, 12077734385

iRl LUMMLSSLUMN

Movember 28, 2006

Name
Hddyess .
City, State Zip

Dnar Name,

On hehalf of the Board of Divectors, please acoept my sincere thanks for your very generous
contribution of $6.00 to The Maine Heritage Policy Center. We arc extremely grateful for this
danation, and will use it to advance our mission of promoting free market and conservative public
policy solutions that will benefit ail people of Maine.

Maine remains in a pracarious position foday. The state coutinues te run significant budget
shortfzlls resulting in well-publicized debates on what program or service must be cuf. Our state
and local tax burden is the highest in the nation. Our highest marginal income tax rate remaing
one of the highest in the nation with one of the lowest thresholds. Our Medicaid program is one
of the largest, fastest growing, and most costly Medicaid programs in the nation. Cur business-
friendliness is ranked near the bottom of all states, and our economic freedom index is similarly

poor, All this is additionally burdened by the Gavernoer's questionable and unsustainable Dirigo

Health initiative.

Yet, there is another way for Maine. Qur vision at The Maine Heritage Policy Center is that
Maine becomes a state that embraces the free markets by implementing public policies that help,
rather than hinder, job creation and retention. Lowering the overwhelming state tax burden,
putting a spending cap on all levels of government spending, promoting competition in the health
imsurance market, and putting the patient, rather than the government, back in charge of their
health care choices — these are each examples of the policies that The Maine Heritage Policy
Center rescarches, analyzes, and promotes, '

Our long-term goal is to dramatically alter Maine's future through a paradigma shift that will
move the State away from its S0-yoar drift toward 2 eulture of dependence. Our efforts are to
redirect Maine’s public policies to create a culture of entrepreneurship and economic growth.
Tmmediately lowering Maine's pverall tax burden and excessive health insurance premiums are
both Immedinte goals of the Center. Until we are seen as an equal to other states, Maine will
never be able to attract real and sugtained business development and economic growth,

Thank you f:m' Joining this eﬁ'm'!f to hel}'f aur leaders upnderstand the need for penuine reforms in
the way Maine operates — and for providing them with viable and proven policy solutions that
will change Maine's future o one of opportunity and promise,

‘Pleage q.:r not hesitate to contact ma ot 207-321-2550 with any questions or suggestions. Thank
you again for your support = I look forward to secing you ar a Maine Heritage event very soon.

Yours truly,

Bill Becker .
President and Chief Executive Office

I A

Mow., 29 2666 Ba:39PM P2
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STATE OF MAINE
COMMISSION ON GOVERNMENTAL ETHICS
AND ELECTION PRACTICES
135 3TATE HOUSE STATION
ATUQUSTA, MAINE
O4333-0135

Navember 28, 2006

Daniel T. Billings, Esq.

Marden, Dubord, Bemier & Stevens
PO Box 703

Waterville, ME 04901-0708

Dear Mr. Billings:

This is to request further information from the Maine Heritage Policy Center in response
to Carl Lindemann’s submission of yesterday. Since the submission raises new factnal
issues, please respond no later than Monday, December 4. If it is impossible to respond
commpletely by that date, pleasc let me know.,

In your Qctober 26 letter to the Ethics Commission, you stated:

The Maine Heritage Policy Center does not solicit or receive funds that arc

predicated on the Center’s taking a position on any issue. All donations

received are used to support the overall operations and gencral mission of

the Center. ... It has not solicited or received any contributions to
- influence the outcome of a referendum campaign.

As you know, the Commission stafl gave these statements considerable weight in
formulating a recommendation to the Commission for the October 31 meeting, Mr.
Lindemann has submitted documents relating to a November 1 contribution to the MHPC
by Mr. David A. Briney that includes a November 6, 2006 leiter from Bill Becker
appearing to be a form letter used to thank donors for contributions related to TABOR.

While Mr. Lindemann’s documents do not directly contradict the statements in your
October 26 letter and Mr. Becker’s Qctober 31 testimony, they do — without further
explanation - seem at odds:

= The existence of an apparent form “thank you™ letter Suggﬂsts that the MHPC
may have received contributions or other funds specifically to promote
TABOR before November 6.

+ The November 6 form letier refers cxplicitly to “our mission of promoting
The Taxpayer Bill of Righis ....” This suggests that the MHPC’s activities
include “promoting™ or “influencing” TABOR and are not limited purely to
rezearch or education,

OFFICE LOCATED AT: 242 STATE STREET, AUGUSTA, MAINE

Ty ey o o wm e g w1
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Daniel I. Billings, Esq. -2 - ‘ November 28, 2006

+ In the November 6 form letter, the MHPC stated that it will “use [the
contribution} to advance our mission of promoting The Taxpayer Bill Of
Rights ...." Ifthe MHPC did use Mr. Briney’s contribution specifically to
promote TABOR, such a usc would seem inconsistent with your statement
that “[a]ll donations recejved are used to support the overall operations and
general mission of the Center”

In Tight of these concerns, it seems reasonable for the Commission to request further
information to confirm that the MHPC’s previous statements to the Commission havé
been accurate and complete. Plcase make sure your December 4 response includes the
following information: '

(1) Has the MHPC received any funds from any source specifically to promote,
initiate, or influence the TABOR initiative? If so, please state the total
amount received. Ifan cxact amount is not avajlable by Deceinber 4, please
provide an estimated amount for the time being.

(2) Has the MHPC solicited any contributions or other funds in conncction wzth
the TABOR initiative?

(3) Is the November 6 lctter from Bill Becker a form letter used by the MHPC to
thank donors for contributions or other funds given to promote TABOR?

(4) Was part of the MHPC's mission in 2006 to promote TABOR, as stated in Mr.
Becker's November 6 letter?

In responding to these questions, please do not confine your answers to funds solicited or
received only for express advocacy. Please take into account funds solicited or recejved
to initiate, promote, or influence TABOR 1n any way (as required to be reported under
§1050). Please telephone me at 287-4179 if you have any questions.

A
Tonathan Wa}mﬁ/l

* Executive Director

Sincerely,

oo Car]l Lindemann
Jonathan Crasniclk , .
Phyllis Gardiner, Esq.

29/B68
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Carl Lindemann
: ‘ P.O. Box 2228
Cedar Park, Texas 78630

Phone 512-528-1516
Email Carl@cyberscene.com

November 27, 2006

BY ELECTRONIC AND OVERNIGHT MAIL
Maine Commigsion on Governmental Ethics & Election Practices
135 State House Station

Augusta, Maine 04333

COMMISS 10N 0R Gry
& ELECTION F’RACF:EE&

RE: Maine Heritage Policy Center
To the Members of the Commission;

First, | want to onece again thank the Commission and its staff for allowing me the
opportunity to bring to its attention my complaint and request for investigation about the
Maine Heritage Policy Center (hereinafter “MHPC”) has solicited contributions and/or
made expenditures to promote the passage of the Taxpayer Bill of Rights in Maine
{(hereinafter “TABOR™). As you know, the nonprofit organization, Democracy Maine,
has joined in my request for an investigation of this matter and has also submitted
evidence and may also be submitting additional matenials for the upcoming Commission
meeting to congider these matters on December 12.

Now that the pre-election time pressures have passed, and opportunities have been
afforded for the introduction of new evidence, I fully expect that the Commission will
address the substance of my complaint in a manner consistent with the mission and duties
established for the Commission by the Maine Legislature. I trust that the Commisston
will act quickly to: (1} investigate and ascertain the full extent of MHPC’s manifest
violations of Maine election law (including whether the MHPC behaved like a Political
Action Committee in 2006 without complying with any of the state laws governing
PAC’s), and (2) fashion 2 remedy that properly addresses any and all viglations and
protects the integrity of the democratic process in Maine for the benefit of all its citizens,
not just with regard to thig past election but future elections as well,

Need to Reconsider the Staflf Recommendation

In its October 30, 2006 Memorandum and initial recommendations to Comimission
Members, the Commission staff and its counsel requested the opportunity to conduct
additional research on the substance of my complaint after the election, Although I did
not agree that deferring these important matters until after the election was in the best
interest of the people of Maine or the integrity of Maine’s democratic electoral process, 1
have indicated my steadfast interest in following through on this matter until justice is

) LEET T
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done, both procedurally and substantively. It cannot be denied that there is now
sufficient tirne for a full and thorough investigation.

As evidenced by the staff”s October 30" Memorandum, its initial conclusion that MHPC
is not a PAC was based primarilyson the unsworn and unsubstantiated statements of its
legal counsel, Daniel I, Billings of Marden, Dubord, Bernier & Stevens. Mr. Billings
stated the status of the PAC question this way in his written response to my complaint:

The Maine Heritage Policy Center does not solicit or receive funds
that are predicated on the Center’s taking a position on any issue, All
donations received are used to support the overall operations and
general mission of the Center . . . In short, the Maine Heritage Policy
Center is engaged in policy research and analysis, not political
campaigning.

Aok
Its major purpose is not advocating the passage of a ballot question. It
has not solicited or received any contributions to influence the
outcome of a referendum campaign.

See October 26, 2006 Letter from Danie! 1. Billings to Executive Director Jonathan
Wayne at p, 3.

In choosing to accept at face value the statement of MHPC counsel, the staff appeared to
averlook a core element of the Commission’s mission, which is to “investigate and advise
on apparent violations of ethical standards”. (Mission Statement of the Maine
Commission on Goverhmental Ethics & Election Practices). In the arena of campaign
reports and finances, the Commission’s investigative mission is codified in 21-A
M.R.8.A §1003. Based upon extensive circumstantial evidence of MHPC’s violation of
Maine laws governing campaign reports and finances, 1 complained to the Commission
and requested an immediate investigation pursuant to 21-A M.R.8.A, § 1003(2)." It was
my sincere expectation that the Commission would not simply rely upon the unsworn and
conclusory statements of its counsel.

Consistent with the staff’s conclusory treatment of my initial complaint, the session
before the Commission that followed on October 31% quickly moved past my core
concerns over MHPC’s conduct as a PAC. In effect, MHPC was afforded a second
opportunity to short-circuit an investigation into its finances through statements and
denials communicated by its legal counsel. During that session, MHPC’s attomey
underscored and expanded on his written statement as follows (italics added):

I agree with the staff memo, . . what this comes down to is whether or
not MHPC needs to file a 1056B report and if MHPC has not
specifically solicited or accepted any contributions fo support the
Taxpayer Bill of Rights. So, as a result, even if Maine Heritage Policy
Center had to file a 1056B report, that would only show their
expenditures. 7t would not show any comiributions becanse they

uuuuu
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haven't accepted any contributions related to the Taxpayer Bill of
Rights.

%o Mr, Lindemann’s concern about funding which is something that

he was raising with the IRS in regards to Maine Heritage Policy Center
long before this issue, that's not going to be addressed by the issue
before you here today assuming you agree with the staff that MHPC is
not a PAC. . 8o the issue about where the money’s coming from that
may be a legitimate issue, that may be a policy issue. But that’s really
not before us here today wrless someone has information which no

one s come forward with yel to show that MHPC had been soliciting

or qecepting corributions specifically for the Taxpayer Bill of Righs.

Oral statement of Attorney Daniel L. Billings to the Commission at October 31, 2006
Session.

Follew-Up to October 31* Session

After the October 31% session, 1 contacted Executive Director Wayne via e-mail on
November 3" to see how I might best proceed, This is the question T posed to him:

I am convinced that Becker's claims that they have neither solicited
nor received funds for TABOR is inaccurate. But how to prove it? I
am sure that using the broad investigatory powers the Commission has
could prove this quickly. .80 what do I have to deliver to trigger such
an investigation? What evidence would be sufficient to show that
these claims are inaccurate? Tell me to come back with the proverbial
witch's broom...and T'll see what I can do.

The response of Executive Director Wayne was consistent with MEIPC’s own statement
to the Commission about the standard for triggering an investigation into its financial
records; ‘ '

Given the MHPC's ¢lear statement that it has received no contributions
to influence TABOR, T believe there would have to be some evidence
to the contrary for there to be a foundation to require records of its
revenues.

My itial reaction continued to be one of frustration, concern and amazement. The
extensive circumstantial evidence presented by me and by Democracy Maine should have
been sufficient to trigger an investigation into the revenues and expenditures of the
MHPC. 1t is the Commission’s role to uncover direct evidence through its investigatory
powers that are not available to private parties other than the MHPC. The Commission is
charged to investigate potential violations — not just ones that have already been proven,

Al

R =
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It is ironic that I should appeal to MHPC's founder, Ronald Trowbridge, who himself has
indicated a great appreciation for the value of circumstantial evidence. Much as Mr.
Becker developed his public persona during the TABOR campaign by showing his
fondness for a statement attributed to Albert Einstein, Mr. Trowbridge has a similar
affinity for an.«observation that he attributes to former U.S. Chief Justice, Warren Burger:

"Circumstantial evidence is the most damaging evidence there is, because it's the
most difficult to arrange.”

Notwithstanding the level of my frustration and disbelief about what was being
demanded to trigger an investigation in this case, T commenced a search to retrieve the
“witch’s broom” that I was told would be required to trigger the Commission’s exercise
of its investigative function and powers,

New Evidence

Included with this submission is direct evidence of wrongdoing that both Executive
Director Wayne and the MHPC indicated would suffice to trigger an investigation into
the MFIPC’s finances. I submit for your review documents, attached hereto,
demonstrating that MHPC has, in Mr. Billing’s words, accepted “contributions
specifically for the Taxpayer Bill of Rights.”

Let us review these materials closely.

Document 1 shows the postal envelope and check mailed from outside of Maine to
WMIEIPC dated November 1, 2006, Tt is addressed to Mr, Becker with the added notation
“Donations/TABOR”, The note section of the check states that the contribution is “For
TABOR. Support”.

Document 2 is the cover letter send with the donation. It states:

“I found out about your work for passing the Taxpayer Bill of Rights in
- Maine...and want to give my support to it™.

Documents 3 & 4 are Mr. Becker’s replies, dated November 6, 2006 - six days after the
Commission meeting and the day before the TABOR vote. One is 2 handwritten note
from Mr. Becker that demonstrates his personal and direct role in receiving and accepting -
this contribution earmarked “for TABOR Support”. The other appears to be a form letter
for other such TABOR donations sent out under Becker’s signature with an added
handwritten comment. The existence of such a form letter would indicate that MHPC
made a regular practice of accepting such donations. Note the following key statement
from the opening paragraph unequivocally stating that the monies will be used for
advocating the passage of TABOR.
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“...[MHPC] will use [the donation] to advance our mission of
promoting The Taxpayer Bill of Rights, a selution that will benefit all
the people of Maine.”

I will be happy to provide the Commission access to the original documents if there is
any question as to their authenticity.

MHPC’s Willful Deceit of the Commission

These documents do more than meet the Commission’s stated prerequisite to the conduct
of an investigation in this case. They demonstrate that MHPC, through its blatant
misrepresentations about facts material to the Commission’s investigation of my
complaint, willfully and knowingly deceived the Commission following the
Commission’s solicitation of information regarding this matter from MHPC. The false
statements made by MHPC through their counsel in a letter to the Commission’s
Executive Director on October 26, 2006, and its oral misrepresentations to the
Commission on October 31, 2006, constitute a clear violation of 21-A MR S A, § 1004-
A(5). which provides as follows:

5. Material False Statements. A person that makes a material false
statement or that makes a statement that includes a matenal
misrepresentation in a document that is required to be submitted to the
commission, or that is submitted in response to a reguest by the
commission, may be assessed a penalty not to exceed $5000.

* e

In determining any penalty under subsections 3, 4 and 3, the
commission shall consider, among other things, the level of intent to
mislead, the penalty necessary 1o deter similar conduct in the future
and the harm suffered by the public from the incorrect disclosure,

Z21-A M.R.S. A §1004-A(5) (emphasis added). Pursuant to 21-A M. R.S. A § 1001(3), a
“person” is defined as “an individual, committee, fitm, partnership, corporation,
association, group or organization,” which clearly encompasses MHPC. The statements
i1 question were made in response to a request by Executive Director Wayne in his letter
to Daniel Billings of October 24, Because MHPC legal counsel Daniel Billings was
writing and speaking directly on behalf of MHPC, and was acting as their agent before
the Commission, his statements to the Commission must be atiributed to MHPC for
purposes of enforcing the statutory provision prohibiting material false statements to the
Commission.

Moreover, the grievous and egregious nature of these gross misrepresentations is not just
startling, but instructive as to the proper course of conduet in this case, It establishes at
the outset that this matter cannot be fairly or adequately resolved by allowing MMPC to
engage in any voluntary reporting (that they should have done in the past) or by allowing
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MHPC to voluntarily submit to the Commission selected records they choose to disclose.
If there is any case that calls more unequivocally for the exercise by the Commission of
its subpoena powers to obtain the full and complete financial records of a regulated
organization, I cannot conceive of one. MHPC forfeited any opportunity to voluntarily

»  report or cooperate when it openly lied to the Commission through its legal counsel,
Based upon the information before it, it is now incumbent upon the Commission to
exercise its powers under 21-A M.R.8 A, to subpoena records and take evidence from
witnesses under oath. :

Although there is already enough evidence to conclude that MHPC violated Maine laws
requiring the disclosure of funds solicited and/or or received for purposes of advocating
the passage or defeat of a ballot initiative, a full and complete investigation of all
revenues and expenditures of MHPC in 2005 and 2006 will be necessary to determine

- whether MIHPC met the definition of a Political Action Committee in either or both of
those two calendar years. The results of such an investigation may in turn justify 2 more
complete investigation of MHPC’s finances and political campaign activities dating back
to the date of its founding in 2002, When the direct evidence brought o the Committee’s
attention is viewed together with the circumstantial evidence already presented about the
MEPC’s direct and extensive involvement with the TABOR. ballot initiative, there is a
strong likelihood that a full-scale investigation into MEHPC’s revenues and expenditures
(including but not limited to its personnel and payroll expenditures) will reveal that, in
20035 and/or 2006, MHPC had as “its major purpose advocating the passage or defeat of a
ballot question and [made] expenditures other than by contribution to a political action
committee, for the purpose of the initiation, promotion or defeat of any question.” 21-A
ME.S.A § 1052(5)(A)3).

The Commission will hopefially see fit to bring sanctions against Mr, Becker and his
organization appropriate for conduct that rises above mere criminality. MHPC’s flagrant
violations of the state election law and brazen deceit and dishonesty before the Ethics
Commission, if unchecked, do worse than improperly sway the vote on a baliot measure.
Such conduct threatens the very fabric and integrity of Maine’s democratic electoral
process. It is particularly essential that organizations such as the MHPC not be allowed
to conceal the nature and extent of their involvement in an effort to pass a ballot measure
~not simply by lying to the Commission about their funding and expenditures — but by
carefully electing net to establish a political action committee in order to hide behind
other statutory provisions of Maine election law that, the MHPC contends, require no
meaningfill reporiing to the Commission or to the public,

Given the severity of this situation, it is also appropriate for Mr. Billings to explain
himself in this matter, too. The Commission ought to question him under oath to
determine whether or not he willfully and knowingly deceived the Commission. Ifhe did
50, then that should be a matter of some interest, not just to the Commission but to the
Maine Board of Bar Overseers. If not, then the only logical conclusion is that the MEPC
lied to its own aftorney, further underscoring the unreliability of any statements that
counsel has made or might still make.
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Conclusion

The circumstantial evidence provided should have been sufficient for the Commission to
fulfill its charge to “investigate and advise on apparent violations of ethical standards”
commutted by MHPC. Now, I have also furnished the direct evidence that both the
Commission’s Executive Director and counsel for the MHPC indicated would be
sufficient to trigger a full-scale investigation. This new material demonstrates MHPC’s
deliberate and knowing deceit of the Commission. Tt proves that the Commission cannot
rely upon any voluntary self-disclosure about MHPC’s finances and activities.
Moreover, the investigation into these matters should logically extend past the TABOR
campaign. Given the fundamental incapacity for candor and truthfalness demonstrated by
MHPC in this case, there ought to be a thoroughgoing investigation of MHPC's funding,
expenditures and activities going back to the founding of the organization, This will
determine whether MHPC’s actions during the TABOR campaign were isolated, or
whether they are part of a larger pattern of misconduct in past years and past election
cycles, specifically, but not exclusively, with regard to the Polesky tax initiative of 2
years 2go. Then, and only then, with full and proper sunlight being shone on the
activities of this purportedly “nonprofit, nonpartisan research and educational”
organization, will the Commission be able to enforce this State’s election laws and
safeguard the integrity of electoral democracy in Maine,

Respectfully submitted,

7

Carl Lindemann

Enclosures

ce:  Jonathan Crasnick, Executive Director of Democracy Maine (w/enclosures)
Daniel T, Billings, Esq.

JB/BE
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CUTHE MAINE HER ITAGE FOLICY GENTER
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the way Maine dperates < and for praviding them' with visble:and préven policy solutions that ' . . - -

- will change Maine's futire to arie of opportunity and profise .

Please do niot hesitate fo contact mie at 207-321-2550 ith any questions or suggestions. Thank
you again for Your sugipert — Iook forward 0. seeimgr you at's Maine Heritage event very seon.

Yourstruly,

‘ ;Billlﬂec:li.ef U
‘President ani Chief Exseutive Officer
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BERNIER & STEVENS

ATTORNEYS AT LAW

WILLIAM P. DUBCRD ‘ ALBERT L BERMIER
ALTON €, STEVENS 44 ELM STREET (RETIRED)
1 WILLIAM DRUARY. IR, P.O, BOX 708 F. MARDWLE DUBORD
ROBERT M. MARIDEN WATERVILLE, ME 04903-0703 {185 [-1964)

DAVID E. BERNIER RICHARD J. DUBORD

DAMIEL I. BILLINGS - (1921-1970)
DAMNIEL W. MARRA (207) 873-0186 HARDLD C, MARDEN
1954
FAX (207) 873-2245 ROBGRT A L ARDEN
E-MATL.: mdbs@gwi.net (RETIRED)

httpi//www mainelawfirm.com

October 26, 2006

Jonathan Wayne, Executive Director

Maine Commission on Governmental Ethics & Election Practices
135 State House Station

Augusta, ME 04333-0135

RE: Maine Heritage Policy Center
Dear Jonathan:

I am responding on behalf of the Maine Heritage Policy Center (“MHPC") to your
letter of October 24" concerning the complaint by Carl Lindemann. The complaint raises
significant and complicated issues and we are happy to cooperate with the Commission’s
inquiry. Before responding to the specific issues raised by the complaint, I would like to
provide an overview of MHPC and its activities to provide some context to their activities
related to the Maine Taxpayet Bill of Rights.

- Maine Heritage Policy Center’s Activities

The Maine Heritage Policy Center is a nonprofit, nonpartisan rescarch and educational
otganization whose purpose is to analyze and promote conservative and free market public
‘policy solutions that will benefit the people of Maine. MHPC"s work 1s primarily focused on
fiscal, health care, and education issues — as well as data collection and publications.

In 2003, MHPC authored its first-ever policy report on tax-and-expenditure limits
(TELs). MHPC identified TELs as a potential solution to Maine’s high tax ranking,
researching the make-up of the 25+ stdtes that had some form of TELs. MHPC has continued
to promote TELs as a policy solution since that first report.

In 2004, MHPC hosted the “Emergency Tax Summit” in Portland, bringing togethers
respected econormists and p‘olicy experts from Maine and around the nation to address
Maine's continued high tax burden. Two respected econormists from Colorado spoke about
the Colorado TEL, instituted in 1992, that served to lower taxes and strengthen the economy.
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Jonathan Wayne, Excoutive Director
QOctober 26, 2006
Page 2

Following that conference, MHPC set about the task of drafting model legislation for a
TEL in Maine, In consultation with Maine legislators, national economists and policy
experts, MHPC worked to design a TEL that would work within Maine's unique dynamics
and laws. That work was completed in the summer of 2004.

\ Following the completion of the model TEL, it was advanced in two separate

" directions. Mary Adams became interested in using the model TEL as a citizen’s initiative,
and took the necessary steps to begin that process, including the creation of a political action
comnuttee “TaxpayerBillofRights.com™.  Additionally, Senator Mary Andrews took the
model TEL and submitted it in the Legislature as a legislative bill. That bill eventually was
voted down in the Legislature,

In October of 2004, Mary Adarns received approval to circulate petitions for what was
to be known as the Maine Taxpayer Bill of Rights. Signatures were gathered through October
of 2005, when the petitions were submitted to the Secretary of State. In February of 2006, the
Secretary of State certified the petitions. Soon thereafter, Kathleen McGee filed a suit in
Superior Court challenging the Secretary of State’s decision. The Supetior Court found in
Me(ee’s favor, and Mary Adams appealed to the Law Court.

n the Law Court case, Democracy Maine filed an amicus brief, siding with Ms.
McGee’s defense of the Superior Court decision. Michael Duddy, Esquire was retained by
Mary Adams for the appeal, and Assistant Attorney General Phyllis Gardner alse argued
against the Superior Court decision on behalf of the Secretary of State. In May of 2006, the
Law Court unanimously found in Adams’ favor, ordered that the petitions be ruled valid, and
thus placed the citizen’s initiative on the November 2006 ballot. ‘

Over the past two vears, MHPC has conducted additional research and analysis on
Maine’s proposed TEL. MHPC researchers have studied the impact of TELs on other states,
notably Colorado, as well as the other states that now have a TEL and the positive correlation
between lower taxes and economic vitality. MHPC has used comprehensive computer
equilibrium modeling to estimate the job creation and increase of personal income that would
result from Maine’s proposal. MHPC has further delved into Maine’s struggling economy
and continued to encourage restrained government growth as a way to reduce Maine's tax
burderi.

The staff at MHPC has been invited numerous times to speak about the Maine
Taxpayer Bill of Rights, Most often, MHPC has been asked to educate audiences about what
the bill says, why it was designed the way it was and in what context it was seen as a solution.
MHPC is the author of the model legislation that since became a citizen’s initiative. The staff
of MHPC is seen as experts on the initiative, and as such, has been asked to testify at the
Legislature and at the municipal level, and also to speak at debates and service organizations
regarding the research and analysis MHPC has conducted. Often, MHPC is contacted by the
media to answer technical questions about the bill or to answer charges from those opposed to
the Taxpayer Bill of Rights initiative.
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Jonathan Wayne, Executive Director
~October 26, 2006
Page 3

As the drafters who developed the initial model legislation, MHPC is in the best
position to provide information on what the initiative says and what the analysis shows will be
the initiative’s impact. That is the nature of MHPC’s work as a public policy research and
educational organization — to research and analyze public policies and educate people
regarding the findings.

The Maine Heritage Policy Center has not distributed or produced political literature
that specifically advocates a “Yes on 1" or “Vote Yes on TABOR” position. In their remarks,
MHPC’s staff does not tell people to vote one way or the other. The materials submitted by
Mr. Lindemann and Democracy Maine show this to be the case. MHPC has not purchased
television, radio, or newspaper advertisements to influence the outcome of the referendum.
MHPC has not purchased nor distributed lawn signs, bumper stickers, or other types of
campaign material. The Maine Heritage Policy Center does not solicit or receive funds that
are predicated on the Center’s taking a position on any issue. All donations received are used
to support the overall operations and general mission of the Center.

In short, the Maine Heritage Policy Center is engaged in policy research and analysis,
and not political campaigning. The Center’s staff serves as policy experts in key areas,
including Tax and Expenditure Limits. As such, MHPC is called to provide analysis in thoge
areas.

With this letter, copies of recent pubiit:ations produced by MHPC are being provided
to give the Commission a clear picture of the Center's activities.

Responses to Questions in October 24" Jetter

It is important to begin this discussion by noting that the United States Supreme Court
has held that advocacy concerning referendum-type elections involves “core political speech,”
and state regulation of election advocacy accordingly requires “exacting scrutiny™ to ensure
that the regulation is “narrowly tailored” to an “overriding state interest.”” McIntvre v. Ohio
Elections Comm'n, 514 U.8. 334, 347, 115 8.Ct. 1511, 131 L.Ed.2d 426 (1995). The Court
has reminded us that the premise of the First Amendment is that voters are presumed to be
able to assess the persuasiveness of a message and vote a ballot issue up or down on its
merits. Sge Id. at 348-49, 115 S,Ct. 1511. Though the wording of the Maine statutes in this
area are quite broad, the Commission should keep in mind that core political speech is at issue
and the statutes should, as a result, be read and applied narrowly.

In applying the statutes to MHPC's activities, it 15 my conclusion that neither
registration with nor financial reporting to the Commission is required.

MHPC is not a political action committee (“PAC™) as defined by 21-A M.R.S.A.
§4052. MHPC is not a segregated fund,established with the purpose of influencing an -
clection. MHPC is not a funding or transfer mechanism for a campaign. Its major purpose is
not advocating the passage of a ballot question. It has not solicited or received any
contributions to influence the outcome of a referendum campaign. It should be noted that
other similar organizations, such as the Maine Center for Economic Poliey, have not
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registered as a PAC, though they are involved in the campaign to defeat the Maine Taxpayer
Bill of Rights.

MHPC should also not be required to file financial reports under 21-A M.R.S.A.
§1056-B. While MHPC’s activities may influence the referendum on the Maine Taxpayer
Bill of Rights, MHPC"s has not solicited or accepted contributions or made expenditures for
the purpose of initiating, promoting, defeating, or influencing in any way the outcome of the
referendum. MHPC’s purpose in speaking about the Maine Taxpayer Bill of Rights is to
further the Center’s mission to analyze and promote conservative and free market public
policy solutions that will benefit the people of Maine. MHPC 15 engaging in the same types
of activitics today as it did before the referendum was placed on the ballot and it will be
engaging in the same types of activities after November 7" The purpose of MHPC's
activities is not to influence the outcome of the referendurn, therefore, its activities do not
trigzer reporting under 21-A MLR.S.A. §1056-B.

As I noted in my brief presentation to the Commission last week, if the Commission
decides that the time spent by MHPC staff speaking about the Maine Taxpayer Bill of Rights
triggers reporting, there are dozens of other organizations that should also report. Many
municipalities have spent considerable staff time on the referendum and some have spent
money getting information about the municipality’s view on the initiative to citizens. Other
organizations such, as the Maine Chamber of Commerce, several local chambers of
commerce, and even the Roman Catholic Diocese of Portland, have spent considerable time
and effort studying the Maine Taxpayer Bill of Rights and commuunicating their views to the
public. I do not believe that the Legislature intended reporting to be triggered simply by the
study of an issue and public statements concerning an issue. Even if that was intended, I do
not believe that such a broad regulatlon of core political speech would withstand
constitutional scrutiny.

I will be in attendance at the Commission’s meeting on October 31%, along with Bill

Becker, President & Chief Executive Officer of MHPC. Bill has a pre-existing commitment

on the morning of October 31% and will not likely be able to get to the meeting before 10:30

- am. I request that this matter be scheduled after other matters on the agenda so Bill can

participate in the discussion. Though I will certainly be prepared to discuss the issue, Bill is

in the best position to answer any questions that Commission members may have about
MHPC and its activities.

If you believe any further information would be of assistance to the Commission,
please let me know.

Daniel I. Billings
e-mafl: dhillings@sawi.net



12/87/2086 17:85

-
]

Maine

Policy

287287RTTE

Center for
Economic

Christopher St. John
Executive Director

Liza Pohlmann
Asgociate Director

Ed Cervone
Policy Analyst

Board of Directors
Tony Brinkley
Mary Cathcart
Kate Dempsey
Carla Diclestein
Draryl Fart

Nancy Fritz, Secretary
John Hanaon
Sherry Huber
Erilt Jorgetisen
Eill KEnowles
Esther Lacognata,
Joan Leitzer
Gatrett Martin
Kevin Mattson
Fred Pease

Kay Eatid

Barbara Eeinertsen, Chair

Peter Schwindt

Joan Sturmthal, Viee Chair

Annee Tara
Elizabeth Ward-Saxl
Lee Wehb, Treasurst

Douglas Woodbury

ETHICS COMMISSION

Nov. 29, 2006

Jonathan Wayne

Commission on Governmental Ethics
133 State House Station

Augusta, ME 04333

Dear Mr. Wayne,

Thank you for your invitation to comment on the Commission’s
consideration of 21 MRSA 1056B financial reporting at their meeting Dec. 12.

I regret that I and my colleagne Ed Cervone will be in Washington DC
for that day and our associate director Lisa Pohlmann also has a conflicting
prior engagement. I will offer a few comments briefly here and have spoken
with Paul Lavin. I will be respond to any questions next week.

The requirements of Section 10568 were brought to our attention last
spring, and we consulted counsel on how best to interpret the requirements.
We were advised that there are at least arguable claims that First Amendment
guarantees might penmit an interpretation that our activities were not subject to
reporting, but as an organization we feel the legislative objective of providing
transparency about spending on ballot initiatives is as at least as iroportant as
transparency and limits on funding for elective offices.

There was no question in our mind that our newsletters, public
presentations, debates, contacts with the press, sponsoring of Colorado
speakers regarding the effects of TABOR in their state were all desipned to
“influence” the defeat of the initiative, and the plain langnage of the section
10568 seemed to us to clearly require a report of our staff time and small other
expenditures in those activities.

It is astonishing to us that an organization that claims to have written
the initiaive and sent debaters to such forums as the Androscoggin Chamber
of Commerce, Bangor Chamber of Commerce and many others to advocate for
its content agamst” our staff who were asked to explain our reasons for
opposing it could claim that they were not trying to influence the passage of
the initiative. To us the claim simply does not pass the “straight face™ (or
straight talk) test.

We believe our first amendment rights are distinctly chilled if we in
good faith report our expenditures and another organization conducting
virtually identical activity is allowed to go without reporting. As we see it such
“unfair advantage” is exactly what the legislature was seeking to avoid vmth
the passage of section 1056B.

We would be happy to provide the Commission with videotapes of
debates, news clippings, calendar listings of debates, powerpoints by both
sides, and volumes of evidence of who campaigned for the referendum.

PAGE  45/B6
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We agree that there are some ambiguities within the current language and some very strict
interpretations might arguably run afoul of constitutional requirements. But the fundamental objective of
requiring reporting of cxpenditures made either directly or through the employment of paid staff time, and the
reporting of contributions made expressly for the purpose of persuading the public to affect the ballot outcome
seems to us straightforward and enforceable. If the Commission decides to undertake rulemaking to further
clarify for example, how to calculate staff time spent, or how to address an organization using funds given for
“seneral support” rather than for the specific purpose of affecting the ballot question, we would be happy to
discuss further how we would recommend drawing some clear lines that would give organizations such as ours
greater guidance.

We urge the Commission to apply the statute as written fairly and evenhandedly to all who undertake
the listed activities. We do not find any room for thé claimed exemption fot “policy analysis™ or “research and
education”. We think a “de minimus” distinction could be rationally applied to an organization such as the
Margaret Chase Smith Center or Muskie Center or University Trustees, that simply releases a statement of their
analysis of potential negative or positive effects of a ballot question. But an organization that cmploys a full-
time communications director to take such a position at every opportunity in every news media and in public
forums week after week clearly has entered into activities that should be required to be reported. We do not
think such an organization should be allowed to ignore the plain language of the statute by citing the many
organizations that released a single statement or analysis as if their activity had risen to the same need for
reporting.

We thank the Commission for taking this complaint and the issues raised seriously. We think they go to
the heart of fairness in our election process.

Sincerely,

Christopher 5t.John
Cell 441-2694
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Maine Municipal

"" Association
80 CONMMUNITY DRIVE

AUGUSTA, MAINE 04330-9488
(207) 623-8428

WWW_ITIEmun.org , Decermber 1, 2006

Jonathan Wayne, Exccutive Director

Maine Commission on Governmental Ethics and Election Practices
135 State House Station

Augusta, Maine 04333-0133

Dear Director Wayne,

Please accept this letier as the written comments of the Maine Municipal
Association (MMA) in response to your request dated November 17, 2006. These
comments focus on the gencral policy guestion raised by 22 MRSA 1050-B.

The MMA does not advocate a particular resolution to your inquiry regarding the
conduct of the Maine Heritage Policy Association (MHPC) and whether it was obligated
to disclose its activities in support of TABOR. However, for purposes of illustration, this
letter will reference MHPC with respect to the Question 1 (TABOR) campaign.

- Summary Comment
Essentially, cither MHPC underreported or MMA overreported its activities
during the TABOR. campaign. MMA urges the Commission 1o clarify the applicability of
21-A MRSA 1056-B (1056-B filings) so that there 1s no disparity in disclosure in the
future.

About MMA ‘

MMA is a non-profit, non-partisan organization with a voluntary membership of
all but one of the State's 493 cities, towns. plantations and organized townships. It is
govemed by a 12-member Executive Committee made up of elacted and appointed
municipal officials. The Committee appoints an Executive Director to manage the affairs
of the Association.

Since its inception in 1937, it has always been, and continues to be our goal to
provide a unified voice of Mame's municipalities to promote and strengthen local
government. Members of our staff frequently appear before state agencies and legislative.
committees to testify on rules, regulations, and proposed legislation affecting our member
municipalities and ultimately the citizens of Maine.

MMA has four registered lobbyists (the executive director and three members of
. its State and Federal Relations Department). MMA makes routine filings of its normal
lobbying activities,

In recent years, MMA has been actively involved in three referendum/initiative
campaigns (the 33% school fimding question, the Palesky Tax Cap and TABOR). In
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addition to the routine filings, MMA consistently made 1056-B filings in connection with
its activities relative to these initiative questions.

TABOR
MMA opposed the adoption of TABOR. MMA' worked to defeat TABOR

through the entire process — from legislative bill to ballot question.

MMA was a principal mcmber of the Political Action Committee known as
Citizens United to Protect Our Public Safety, Schools and Communities (Citizens PAC)
which was the central opposition PAC in the TABOR campaign. MMA’s 1056-B filings
were made through the Citizens PAC. MMA made both “cash” and “in-kind”
contributions to the Citizens PAC.,

Attached are three examples of the in-kind contribution portions of Citizens PAC
filings. These filings demonstrate that MMA reported approximately §50,000 of in-kind
contributions. The basic issue before you is whether these in-kind contributions were
required to be reported. MMA believes they were.

Generally speaking, the MMA activities that comprise the $50,000 figure are as

follows:
1. Staff time devoted to influencing public opinion:
a. Participation, in person or by phone, in meetings with other
organizations regarding campaign strategy,
b, Preparation of advocacy materials (e.g., talking points},
¢. Participation in public speaking engagements which were not
exclusively to MMA members or affiliates.
2. Travel expenses related to public speaking engagements. (FPlease see
attached document listing all of MMA’s speaking engagements.)
3 Copying expenses related to information packets distributed at public

speaking engagements. (Please see attached document listing all of
MMA s packet information. Also please sce a sample packet.)

Activities of MMA staff which were not reported included:
1. Preparation of purely research material (e.g., data).
2. Phone calls and meetings with municipal officials and affiliate groups.

Standard For Reporting

The general standard MMA employs in deciding whether an item is reportable is
whether, in context, the MMA. action was intended to influence public opinion on
TABOR. ‘

So, for example, MMA, produced a document that explains our estimate of the
town-by-town impact that TABOR would have had if had been enacted last vear. There
was no advocacy in the document at all — a simple presentation of what the spending
resfriction percentages would be for each town. This is the kind of analysis we do for cur
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members on any bill and that was the purpose for doing this research regarding TABOR.
Thus, the staff time devoted to creating that document was not reported.

However, MMA’s purpose for participating in public forums and debates was to
influence public opinion by providing information and education on TABOR’s tmpact.
Therefore, to the extent that the town-by-town document was copied and distributed to
the public at these forums, the cost of reproduction, the staff time n presenting the
document and even the gas retmbursements associated with traveling to the forum were
reported.

Education vs. Advocacy

MMA did not make a distinction between “education™ and. “advocacy™; we do
not believe thete is an exemption in 1056-B influencing or promoting through education.
Furthermote, the two are not exclusive. That is, that vast majority of the documents we
produced, copied and distributed were “educational” in the sense that they informed
voters about different aspects of TABOR. Very few of MMA's decuments actually had
the “Vote No” type message. ‘ ‘

For example, one document that we always copied and distributed to the public
was the proposal itself. (Interestingly, MHPC wrote the bill and testified in favor of it
befote the legislature, but it did not distribute the bill at the public forums). Nevertheless,
since our motivation in providing the wide array of documents that we did was to
influence the opinion of those receiving the material, we reported our efforts.

Instead of attempting to craft rules based upon others” characterization of what
MMA or MHPC did in the campaign, I would ask that you view the two enclosed videos.
They are videos of two different MMA v. MHPC presentations. One occurred in
Waterboro on September 18, 2006 the other occurred in Waterville on October 12. T
personally engaged in the sccond, and I believe each are quite representative of the
dozens of such forums that were held in connection with TABOR.

MMA reported its costs associated with jts participation in these events, MHPC
did not. Again our aim is not to participate in your deliberations regarding MHPC, only
to point out the different interpretations that were applied to the same law during
TABOR. Our hope is that your rules will elarify whether we over reported or MHPC
undetreported, so that we all have better guidance in the future.

Question Before the Commission ,
There appear to be two types of standards the Commission could employ.

The first standard, which is the standard [ believe MHPC is promoting, is a
“magic words” standard. That is, as long as one doesn’t say the magic words of “Vote
Yes” or “Vote No”, one can say just about anything and not report the costs under an
edvucation exemption.
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T would call the second standard the “motive” or “intent” standard that MMA
used. That is, regardless of what words were used or what documents were distributed, if
it is clear (o the average, reasonable person that our message is to either promote or
oppose a ballot imtiative, then the co;sts associated with delivering that message must be
reported.

MMA Recommendation

MMA helieves the intent and spirit of the law are quite clear. Anyone may
participate and influence an election -- the only cost is transparency. That is, do what you
want, but report it. That is not too steep a price to pay for participation in a public
initiative process. -

Tt is equally clear to us that MFPC attempted to “promote™ TABOR and
“influence” the public vote on TABOR. However, instead of relying on MMA’s
desctiption of what MHPC did or did not do (or MHPC’s deseription or anyone else’s),
judge for yourselves. Watch the videos.

T would like to be able to say that MMA will continue to report its activities
regardless of where you draw the line. However, political reality may prevent that. As
you know, the amount of money spent for and against an initiative 1s front page news.
Time and again, MHPC and other pro-TABOR groups would point to the ethics filings of
MMA and claim to be “outspent” in the campaign. That may or may not be; they were,
however, out-reported.

The fact of the matter is that our political opponents exploited the fact that we
reported our presence at the forums and they do not; that we reported the costs associated
with copying our matetials which we distributed and they do not; that we reported our
expenses and they did not.

It will be very difficult for MMA to continue to suffer the political disadvantage
of having a higher standard for reporting our activities than do our political opponents.

The only way to have both transparency and fairness is to have a broad
mterpretation of 1056-B.

Yours,

p A

Jeffrey Austin
Maine Municipal Association

Attachments (in mail)
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CITIZENE UNITED TOQ PROTECT OUR PURLIC SAFETY., 3CHO
Mameg ol PAC

SCHEDULE C

IN-KIND CONTRIBUTIONS/EXPENDITURES

' In-kind CONTRIBUTTONS

With respect o ull ftems and services received and expended, enter the date received, a descripton of the jtem or service,
and the fair market valoe. Enter eontributor informatien if the fair market value of donated item or service is more than 350.

Date Contributor's name, address, zip code Deseription of goods, serviees, Fair market vulue
Received discounts or facilities received/expended A
/3072006 AART MAINE STAFF TIME 06,50
1688 CONGRESS STREET
PORTLAND ME 04102

In-kind CONTRIBUTIONS

With respect to all items and scrvices received and expended, enter the dale received, a deseripton of the item or service,
and the Fair market value. Enter contributer information if the fair market value of donated item or service is more than 550,

Date Contributor's name, address, zip code Description of goods, services, .
Received ’ discounts or facilities received/expended Fair market value
93072004 MAINE EDUCATION ASSOCIATION STAFF TIME 73000

35 COMMUNITY DRIVLE
AUGUSTA ME 04330

In-kind CONTRIBUTTONS

With respect to all items and services received and expended, enter the date received, o descripton of (he item or serviee,
and the fair market value. Enter contributor information if the fair market value of donated item or service is more than 350,

Date Contributor's name, address, zip code Deseription of goods, services, Fair market value
Received discounts or facilities reccived/expended Fa :
o/30/2006 | MAINE MUNICIPAL ASSOCIATION STAFE TIME, TRAVEL EXPENSES, S1JPPLIES 26,075 78

60 COMMLUNITY THRTVE e
AUGUSTA ME 04335

In-kind CONTRIBUTIONS

With respect to all iems and services received ancl expended, enter the date received, a descripton of the item or service,
and the fair market value. Enter contributor informadion if the fair market value nf donated item or service is more than 350,

Date Contributor's name, address, zip code Description of goods, services, Fai ket val
Received discounts or facilities received/expended “air market value
SLEA L ¢ :
o006 | MSEASSEILI LOCAL #1989 STAFF TIME o000

65 STATE STREET, P.0. BOX 1072
ALIGUSTA ME 04332

DATE FRINTED: 11/30/2006 PAC-8chadule C
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CITIZENS UNITED TO PROTECT QUR PURLIC SAFETY, SCHO
Mame of PAC

SCHEDULE C

IN-KIND CONTRIBUTIONS/EXFENDITURES

In-kind CONTRIBUTIONS ®
With respect to all items and services reccived and expended, enter the date received, 5 deseripton of the item or service,
and the fair market value. Enter contributar information if the fair market value of donated item or service is more than $50.

PAGE 52/BR

Date Contributor's name, address, zip code Description of goods, services, .
Reccived discounts or facilities received/expended Fair market value
MB2006 | AARP MAINE STAFF TIME, RESEARCH REVIEW 204,00
1685 CONGRESS STREET '
PORTLAND ME 04102

In-kind CONTRIBUTTONS ‘
With respect to all items and services received and expended, enter the date received, n descripton of the item or service,
and the fir market value, Enter contributor information if the fair matrket value of donated item or setvice is more than §50.

Date Contributor's name, address, zip code Deseription of goads, services, Fai ] |
Received discounts or facilities received/expended air market value
W18/2006 | MATNE MUNICIPAL ASSQCIATION STAFF TIME, RESEARCH, TRAVEL EXFENSES,

60 COMMUNITY DRIVE

OFFICE EXPENSES

6.633.09

AUGUSTA ME D4355

In-kind CONTRIBUTIONS
With respect to all items and services received and expended, enter the date received, a deseripton of the item or service,
and the fair market value. Enter contributor information if the fair market valoe of donated item or service is more than 550,

Date Contributor's name, address, zip code Description of gooeds, sewices, ]
Received discounts or facilities received/expended Fair market value
771 8/2006 MATNE EDUCATION ARSOCIATION STAFF TIME, TRAYEL EXPENSES

35 COMMUNITY DRIVE 1.725.00

ALGUSTA ME 04330

DATE PRINTED: 11/30/2006

PAC-3chedule
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Page | of 1

CITIZENS UNITED T PROTECT QLR PUBLIC SAFETY, SCHO
Name of PAC '

SCHEDULE C

IN-KIND CONTRIBUTIONS/EXPENDITURES

r In-kind CONTRIBUTIONS

With respeet to gl items and services reecived and expended, enter the dae received, a deseripton of the item or service,
and the fair market value. Enter contributor information if the fair market value of donated item or serviee is more than $50.

Date Contributor's name, address, zip code Description of goods, services, . .
Received ’ ' dis¢ounts or facilities received/expended Fair market value
1 0/26/2006 MAINE EDUCATION ASSOCIATION ATAFF TIME . 200,00

35 COMMUNITY DRIVE
AUGUSTA ME (4330

[n-kind CONTRIBUTIONS

With respect to gll items and services received and expended, enter the date received, 1 descripton of the item or service, '
and the fair market vafue. Enter contributor tnformation if the fair market value of donated item or service is more than 550,

Date Contributor's name, address, zip code Description of goods, services, .
Received discounts or facilities received/expended Fair market value
10/26/2006 | MSEA-SETU T.OCAL #1989 STAFF TIME o

G5 5TATE S']'REET, POOBOX 072
AUGUSTA ME 04332

In-kind CONTRIBUTIONS

With respeet to all items and serviees received and expended, enter the date received, a descripton of the item or service,
and the fair nrarket valne. Enter eontributor information if the fair market value of denated item or serviee is mare thaa 330

Date Contributor's pame, address, #ip code Description of goods, services, ]
Received ’ ’ discounts or facilities recetved/expended Fair market value
10/26/2006 | MAINE MUNICIPAL ASSOCIATION STAFF TIME, TRAVEL EXPENSES 2593
G0 COMWMLINITY DRIVE ) P
AUIGUSTA ME 04355

Tn-kind CONTRIBUTIONS

With respect to all items and services received and expended, enter the date received, a deseripton of the iem or serviee,
and the frir market value, Enter contributor information if the fair market value of donated item or service is mare than $50.

Date Contributor's name, address, zip code Description of goods, services, Fai ket val
Received diseounts or facilities received/expended rair market value
10/26/2006 AARP MATME STAFF TIME

1685 CONGRESS STREET 192.00

PORTLAND ME 04102

DATE MRINTED: 11/30/2006 ] PAC-Schedule C
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Wayne, Jonathan

From: Branda Peluso [bpeluso@nonpmﬁtrﬁaine.nrg]
Sent: Tuesday, Novernber 28, 2006 2:07 PM

To: Wayne, Jonathan

Cc: Scott Schnapp

Subject; MHPC Question

Dear Mr. Wayne,

Thank you for this opportunity to comment. While we are not aware of all the activities undertaken by MHPC, we were definitely
led to believe by their actions and appearances that they were advocating for a yes vote on question one. Whather or not they
expressly advocated or merely avoided certain phrases, | don't know; however, the efforts | witnessed certainly appeared to
have the “purpose of ... influencing™ the outcorne of the voting. It is our belief that if the organization spent more than $1,500 on
these efforts, then they should have reported such expenditures under 1056-B.

We also believe that there is a very bright line between analysis and advocacy. Itis one thing to do research, express your
opinion, based on the findings of fact. It is another thing to spend over $1,500 promoting the results of your analysis when those
results could sway the outcome of an election or a legislative vote. Since there is no penalty for disclosing, we see no reason to
not disclose,

The most important asset most nonprofits have is their credibility,. We advocate that nonprofits err on the side of fransparency
so as not to damage that credibility. There is nothing to be [ost from over disclosing under 1056-B when the sciivities are ethical
ang aligned with mission.

As to the general policy question, we find the language clear enough as is. Efforts to further clarify introduce the likelihood of
unintended consequences — such as making it easy to avoid certain phrases and therefors reporting requirements, gutting the
intent of the law. We do not believe that the law as currently written imposes any undue burden on nonprofits’ ability to do
nonpartisan research and education. ‘

Best regards, Brenda Peluso
Director of Public Policy

Maine Association of Nonprofits
565 Congress Street, Suite 301
Portland, ME 04101
207.871.1885
www.nonprofitmaine.org

Advancing / Connecting / Strengthening
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Memo

To: Jonathan Wayne & the State of Maine Commission on Governmental Ethics and Election
Practices . '

From: Maine People's Alliance

Date:  November 28,2006

Re: Comments on the general policy question regarding the raguirement to file the 1056-8
report when receiving or expending rnore than 51500 warking to support or defeat a
ballot question.

Tha Maine People's Alliance believes the law to be clear -any person or organization that is not a
political action committee that receives contributions or makes expendituras in excess of $1500
must file a report.  We don't see the words “express advocacy” entering the law here. We do see
the words “promoting” and “influencing”. Any organization that promotes or influences in excess
of $1500 should file the 1056-B.

Maine Paople’s Alliance has thus filed the 1056 —B around support for the Maine Won't
Discriminate ballot question and more recently in opposition of the TABOR ballot question.

Sincerely,
Jesse Graham

- Associate Director
Maine People’s Alliance.
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parl Lindemann

P.O. Box 2228
Cedar Park, Texas 78630

Phone 207-318-7093
Email Carli@cyberscene.com

Jonathan Wayne

Executive Director

Maine Ethics Commission

135 State House Station
Augusta, Maine 04333

BY FAX & CERTIFIED MAIL

October 19, 2006
Dear Mr, Wayne,

Pursuant to thé Ethics Commission Rules, I officially request a Commission
investigation into the conduct and actions of the Maine Heritage Policy
Center (MHPC) for its conduct in the TABOR campaign.

MHPC apparently operates outside the scope of Maine disclosure
requirements. It carries out significant, yet undocumented efforts to pass
TABOR through unknown numbers of its staff funded by unknown
contributors. Despite operating alongside and, ofien, in the place of the
measure’s proponent PAC, MHPC is not registered as a Political Action
Committee, has not disclosed making in-kind contributions to the proponent
PAC, or has filed a form 1056-B.

MHPC’s efforts on behalf of the passage of TABOR include many of the
functions that otherwise would be conducted by the measure’s proponent
PAC. Most visible are how MHPC representatives serve in the place of
spokespersons for the proponent PAC and provide numerous public relation
services. MHPC has secured a large amount of earned media through these
public relations activities. The scope and scale here is apparent from a daily
survey of the Maine medjia.

MHPC’s conduct stands in sharp contrast to other groups engaged in the
TABOR initiative. For example, a Maine Center for Economic Policy
official has made numerous public appearances speaking on the measure and
has filed the appropriate 1056-B report detailing these. By MHPC’s conduct,
it would seem that their compliance to reporting requirements is optional.
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The larger, fundamental question raised by MHPC’s conduct is, if is allowed
to continue unquestioned, how it invalidates the public’s interest in
transparency in the political process. While other participants disclose their
funding and contributions, MHPC is a cipher. By filing this complaint | want
the Commission to make a formal determination as to whether this conduct
is legitimate. If it is not, there are appropriate mechanisms to compel
compliance to the various statutes. But if this conduet IS deemed legitimate,
it will underscore the fact that the source and scope of this core support for
TABOR is withheld from public serutiny.

As per our earlier phone conversation, I ask that this complaint be raised at
tomotrow's Cormission meeting, and welcome your forwarding this to
MHPC so that their officials may respond.

Pleage let me know if there is any additional information and/or
documentation you might require to substantiate this complaint. As we
discussed, the conduct and the issues raised are obvious and so I have kept
this complaint brief and to the point so that the core issue of transparency in
the political process is not obscured.

Sincerely,

T

=T

LA
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LAw OFFICE OF JOHN H. BRANSON, P.A.
183 MIDDLE STREET, 4™ FLOOR

P.O.Box 7526
PORTLAND, MAINE 04112-7526
a wwW.BRANSONLAWOFFICE.COM
JouN H, BRANSON* TEL: (207) 780-B611
JBRANSGN@ BRANSON LAWOFPICE.COM Pax: (207) 221-2203

wAdmitted to practice in Maine, Masrachusets 3
the Disttict of Columbia.

November 30, 2006

BY FACSIMILE. ELECTRONIC & FIRST CLASS MATL
Jonathan Wayne

Executive Director

Maine Commission on Governmental Ethics & Election Practices
135 State House Station

Augusta, Maine 04333

RE: Carl Lindemann/ Maine Heritage Policy Center
Dear Executive Director Wa:yne:

[ am writing in response to your letter to my client, Carl Lindemann dated
November 29, 2006. While my client is appreciative of your initial consideration of the
1ssues raised by Jean Ginn Marvin’s continued membership on the Commission, he
respectfully disagrees with your conclusion, specifically, that Ms. Ginn Marvin’s
continued service on the Commission does not present a conflict of interest requiring her
to step down. At the outset, I note that you did not respond to one of the fundamental
concerns raised in Mr, Lindermann’s November 27% letter on this subject—that the
pending complaint regarding the financial and campaign activities of the Maine Heritage
Policy Center (“MHPC”) pending before the Commission, and the new evidence recently
presented, renders Ms. Ginn Marvin an extremely material witness by virtue of her
position as treasurer and board member of the MHPC during the critical time perfod in
question. | cannot conceive of any way to handle or investigate the current matter
properly without taking Ms. Ginn Marvin's testimony, or without requesting her direct
cooperation in the production of relevant financial documents in her possession, custody
or control as treasurer of the investigated entity.

If the Commission decides to address and resolve this obvious conflict by not
calling Ms. Ginn Marvin as a witness or subpoenaing documents in her possession,
custody or control, then serious questions and concerns will unavoidably be raised in the
mind of the public reparding the integrity of any investipation of the MHPC conducted by
the Comrnission. If the Commission does what it should and subpoenas Ms. Ginn
Marvin's testimony, along with documents in her possession custody and control as
treasurer of MHPC, but without requiring Ms. Ginn Marvin to step down, then a different
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LAW OFFICE OF JOHN H. BRANSON, P.A.

Jonathan Wayne
November 30, 2006
Page 2

yet equally troubling impression will be created for the public with regard to the fairness
and integrity of any investigation of the MHPC the Commission undertakes.

Finally, I wish to offer another compelling reason as to why Ms. Ginn Marvin's
simple recusal from the pending investigation of the MHPC does not resolve the larger
conflict created by her continued service on the Commission. You must be aware by now
that the investigation of the MHPC in this matter will likely compe] the Commission to
examine the activities of other organizations to ensure their compliance with Maine law
regarding campaign finance and reporting. Indeed. the MHPC has thus far made no
secret that it seeks to distract and deflect attention from its own activities by suggesting to
the Commission that other organizations were doing the exact same things that it was,
without filing reports to the Commission. While [ am not presently aware of any other
organizations in Maine that have engaged in activities similar to those of the MHPC
currently in question without establish a political action committee or filing the reports
required under 21-A M.R.S.A. §1056-B, the MHPC has every right to ask the
Commission to look into that. In the context of any and all future investigations of the
activities of other organizations that flow from Mr. Lindemann’s initial complaint, does
Jean Ginn Marvin intend to actively preside and participate as a Cornmission member?
Because the investigation of these other entities is such a critical aspect of the MHPC’s
strategy of defense in this case, and may ultimately affect the judgment of the
Commission with regard to MHPC’s activities, would not Ms. Ginn Marvin be required
to recuse herself from all future investigation under 21-A ML.R.S.A. § 1001 et seq. by

‘virtue of her position as treasurer and board member of MHPC? Would not this be true

whether or not Ms. Ginn Marvin ultimately decides to resign from her current positions
with MHPC?

For the foregoing reasons, Mr. Lindemann’s position iz that, pursuant to
1 M.R.S.A. § 1002(2), Ms. Ginn Marvin cannot possibly serve with the required
“objectivity” in the context of any investigations that the Commission may undertake in
the arena of campaign finance and reporting under 21-A M.R.S.A. § 100] et seq.
Moroever, so long as Ms. Ginn Marvin remains on the Ethics Commission, the
Commission will be unable to ensure, both in substance and appearance, a full, fair and
impartial investigation of the current MHPC matter and all future matters regarding the
campaign finance and reporting activities of other organizations subject to regulation by
the Commussion. Please understand that Mr. Lindemann’s interest in this matter has now
gone beyond the activities of MHPC of which he complained, in large measure owing to
the very cool and unenthusiastic response to his initial complaint, and the fact that he was
asked, as a precursor to any investigation by the Commission, to produce the kind of
evidence that in theory could only be obtaincd by the Commission as the resull of an
investigation. For these reasons, Mr. Lindemann is interested not merely in ensuring that
the laws are enforced in this particular case, but also that they be enforced for the benefit

59/66
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LAwW OFFICE OF JOEN H. BRANSON, P.A.

Jonathan Wayne
November 30, 2006
Page 3

of the public, and the integrity of the democratic process in Maine, in years and elections
vet 10 come.

Thank you for your full and complete consideration of the concermns underlying
Mr. Lindemann’s position with regard to this matter.

7

Joln H. Branson

ce: Carl Lindemann
Phyllis Gardrner, Esq.
Daniel 1. Billings, Esq.
Jonathan Cragnick
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STATE OF MAINE
COMMISSION ON GOVERNMENTAL ETHICS
AND ELECTION PRACTICES
135 STATE HOUSE STATION
AUCUSTA, MAINE
04333-0135

November 29, 2006

Carl Lindemann
General Delivery
Calais, ME (4619

Dear Mr. Lindemann:

This letter is to respond on behalf of the Ethies Commission staff to your letter of
November 27 regarding Jean Ginn Marvin’s participation in the complaimt you have
brought against the Maine Heﬁtage Policy Center (MHPC).

As you will recall, at the October 31 meeting Ms. Ginn Marvin recused herself
from participating in Agenda Item #10 betause she is on the MHPC board. Her recusal
was not required under the Commission’s statute or rules, but she voluntarily recused
herself o avoid any perception that she had a conflict of interest. She intends to recuse

“herself from this issue at the December 12 meeting as it relates specifically to the MHPC.

In the view of the Commission staff, Ms. Ginn Marvin’s membership on the
MHPC board is not a conflict of interest that would require her to step down from the
Commission. She was a member of the MIPC board when the Governor appointed her
at the suggestion of legislative leadership, so apparently the issue was not viewed as a
disqualifying conflict at the time of her appointment. In case you did not read them
before writing vour November 27 letter, I have attached 1 M.R.S.A. §1002(2) and (6)
which address qualifications for Commission membership and prohibited activities.

Since Maine is not a populous state and members of the Commission are
appointed by political leaders, members of the Commission occasionally have had
political or other affiliations that have prevented them from participating in a particular
matter. The appropriate remedy is recusal from that item, not disqualification from
service on the Commission-altogether. Disqualification would greatly reduce the number
of people who would be eligible to serve on the Comumission.

I also wish to respond to some comments by you and your advisor John Branson
that have been conveyed to me by news reporters, because they reflect a
misunderstanding of the Commission’s operations. The employees of the Commission
make recommendations and gather preliminary factual information independently of the
Commission members. We believe we perform our jobs as civil servants best if we do
niot take mto consideration the political or organizational affiliations of the members. As
long as we are fair and even-handed, we believe we have the members’ support in
making these decisions independently. Ifthe staffs actions to date regarding vour

QFTFICE LOCATED AT: 241 STATE STREET, AUGUSTA, MAINE
WEBSITE: WWW.MAINE.GOV/ETHICS
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Cat] Lindemann ' -2 MNovember 29, 2006

complaint have appeared_ cautious, 1t has been in an effort to consider valid constitutional
coneerns, to receiye comments from other affected organizations, and to provide the bast
advice to the Commission about an area of the campaign finance law that 1s relatively
new and in need of ¢larification. Your complaint has been and will continue to be
considersd in an open-minded, impartial manner by the Commission staff and members.

I will include your Novermnber 27 letter and this response in the materials that the
Commission considers for the December 12 meeting. Please feel free to raise any
continuing concerns with the Commission members at that time, and to telephone me at
287-4179 if you have any guestions about this response. '

Sincerely,

nathan Wayne
Executive Dircctor

ces Daniel 1. Billings, Esq.
Jonathan Crasnick
Phyllis Gardiner, Esq.
John D. Branson, Esq.
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Title 1, §1002, Commission on Governmental Ethics and Election Practices

The State of Maine claims g copyright in its codified stattes, If you intend to republish
this material, we do require that you include the following disclaimer in your publication;

AN copyrights and pther rights 1o SErory iex arg reserved iy the Site of Maine, The text included tn this pulslication reflects changes miade through
the Secand Regular Session of the 1 22nd Legisiatire, and i current through Decembar 31, 2006, Izng I5 sufject to change without notice. It iz a
versian that has not been officially comified Iy the Secretary of Stare, Refer 1o the Maine Revised Stetutes Annotuted and supplements for certified tox,

The Office of the Revisor of Stamtes =lse requests that vou send us one copy of any statuiory publication you may produce. Our goal is niot to restrict
publishing activiy, but ta keep track of who is pullishing what, to identify any needless duplication and io preserve the State's copyright rights,

PLEASE NOTE: The Revisor's Office CANNOT perform research for
or provide legal advice or interpretation of Maine law to the public.
It you need legal assistance, please contact a qualified attorney.

§1002. Commission on Governmental Ethics and Election Practices

1. Membership. .
[200L, @. 470, &1 (amd); T. 1, BLlO0Z, subk-8%1, paragraph F (rp).]

1-A. Membership. The Commission on Governmental Fﬂucs and Election Practices, csmhhshcd by Title 5, section 120(}4 G,
subsection 33 and referred to in this chapter as the "commiszion,” consists of 3 mambers appointed as follows. ‘

A. By Decernber 1, 2001 and as neaded after that date, the appointed leader from each political party in the Senate and the appointed
leader from each political party in the House of Representatives jointly shall establish and advertise a 30-day period o allow
members of the public and groups and organizations to propose qualified individuals to be nominated for appointment to the
commission, [2001, . 470, &2 (new).]

B. By January 1, 2002 and as needed after thar date, the appointed leader from each political party in the Senate and the appointed
leader from each political party in the House of Representatives each shall present a list of 3 qualified individuals to the Governor
for appointment of 4 members to the commission. The appointed leadership From each party in both bodies of the Legislature jointly
ghall present a list of 3 gqualified individuals to the Governor for appointment of 2 5th member to the commission.  [200L, <.
470, 8% (new).]

C. By March 13, 2002, the Governgr shall appoint the members of the commissicn selecting one member fram each of the lists of
nominees presented in accordance with paragraph A, These nominees are subject to review by the joint standing committes of the
Legislarure having jurisdiction over legal affairs and confirmation by the Legislature. No more than 2 commission members may be
enrolled in the same party. [2001, c. 47C, 52 [new).]

. Two initial appointees are appointed for one-year terms, 2 are appointed for 2-year terms and one is appointed for a 3-year term,
according to a random lot drawing under the supervision of the Secretary of State. Subsequent appointees are appointed to serve
3-yoar termms, A person may not serve more than 2 terms,  [2001, <. 470, 52 (new).]

E. The commisgion members shall elect ane member 10 serve as chait Tor 2t least a 2-year termm. [2001, <. 470, 52
{new) .|

F. Upon a vacancy during an unexpired term, the term must be filled as provided in this paragraph for the uncxpired portion of the
term only, The nominee must be appointed by the Governer from a list of 3 qualified candidates provided by the leader of the party
from the body of the Legislature that suggested the appointee whe created the vacancy. If the vacancy during an unexpired term was
ereated by the commissicn mamber who was appointed from the tist of candidates presented to the Gavernor by the leaders of each
party of each bedy of the Legislature jointly. the nominee must be appeintad from a list of 3 qualificd candidates provided jointly by
the leaders of each party of each bady of the Legislature, Nominees appointed pursuant to this paragraph are subject to review by the
jomt standing committee of the Legisiature having jurisdiction over election practices and legislative cthics and w0 confirmation by
the Legdslaturs, [2005, <. 295, Bl {amd).]

Ci. Upan a vacancy crealed by an expired term, the vacaney must be filled as provided in this paragraph. The nominee must be
appainted by the Gevernor from a list of 3 qualified candidstes provided by the laader of the party from the body of the Legislature
that suggested the appointes whose term expired. When a vogancy is created by an cxpired term of the commission member whe was
appointed from the list of candidates presented to the Gevernor by the leaders of each party of each body of the Legislature jointly,

Text current through Dacember 31, 2008, decument created 2008-10-31, page 1.
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Title 1, §1002, Commission on Governmeantal Ethics and Election Practices

{he nominee must be appainted from a list of 3 qualified candidates provided jointly by dic leaders of each pariy of ¢ach body of the
Legislature. Nominees appointed pursuant to this paragraph are subject to review by the joint standing committee of the Legislature

having jerisdiction over election practices and legislative ethics and to confirmation by the Legislatare. {2005, =. 285, £1
{amd) . ] .

H. For the purposes of this subssction, "political party” has the same meaning as "party” as defined by Title 21-A, section 1,
subscolion 28, (2001, o. 470, §2 (new).) :
[2005, c. 225, &1 (amd) .]

2. Qualifications. The members of the commission must be persons.of recognized judgment, probity and objectivity. A person
may not be appointed to this commission who is a member of the Legislature or who was a member of the previous Legislature, who
was a declared candidate for an clective county, state or federal office within 2 vears prior to the appointment, whe now holds an elective
county, state or federa) office, who is ap officer of a political committee, parly committee or political action committee or who holds a
position in a political party or campaign. ‘

(2005, . 271, &1 (amd).]

3. Qath. Bach member shall, within 10 days of his appointment, take an oath of office to faithfully discharge the duties of a
commissioner in the form prescribed by the Constitution, Such oath shall be subscribed to by the commissioner taking it, certified by the
officer before whorn it is taken and immediately filed in the Office of the Secretary of State. ‘

(1975, c. 621, 81 (new).]

4. Legislative per diem. The members of the commission are entitled 1o receive legislative per diem according to Title 5, ehapter
379, .
[IB 1895, c. 1, §2 (amd).]}

5. Employees. The commission shall employ an executive ditector and such other aasistance 83 may be necessary {0 carry out its
dutigs, The commission also shall retain 4 general counsel or a computer analyst a3 an employee of the commission, based on the staffing
needs of the executive director. If the commission employs a general counsel, the general counsel may not hold any other state office or
otherwise be employed by the State. The commission shall select the executive director by an affitmative vote of at least 4 commission
members.

(2003, «. 381, §1 (amd).]

6. Prohibited activities. A member of the commission may not engage in political fund-raising to promoate the election or defeat
of a candidate, passage or defeat of 4 ballot measure or enderse a political candidate. This prohibition does not apply to fund-raising for
campaigns or endorsement of candidates at the county or tounicipal level or put-of-state nonfadaral eleetions,

(2005, . 271, §2 {new).]

MRSA §T.1 SEC 1002/1/F (AMD).
PL 1875, Ch. 621, §1 (NEW).
PL 1883, ch. 812, &1 (AMD).
PL 1585, Ch. 5023, &B1 (AML).
PL 1991, Ch. &5, & (AMD).

PL 1531, Ch. B80, 81 (AMD).
IE 12585, Ch. 1, E§1,2 {amMD).
PL 2001, Ch. 430, gl (AMD).
PL 2001, Ch. 470, B1-3 (AMD).
FL 2003, Ch. 381, E1 (aMD).
PL 2005, Cn, 271, B1.2 (aMD).
BL 200R, Ch. 255, §1 (AMD).

Text current throwgh December 31, 2008, document craated 2006-10-31, page 2.
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Carl Llindemann

P.O. Box 2228
‘ Cedar Park, Texas 78630
Phone; 512-528-1516; 207-318-7093 (cell) | .
Email: Carl@cyberscene.com "“"“-’ém“._.._
i ’f I
November 27, 2006 -

BY FACSIMILE. ELECTRONIC MAJL & FIRST CLASS
Jonathan Wayne

Executive Director

Maine Commission on Governmental Ethics & Election Practices
135 State House Station

Augusta, Maine 04333

mMMleiUM 0N (

, |
& ELECTioN Prm'cﬁrf?émiwrf W |
- i

RE: Maine Heritage Policy Center/Jean Ginn Marvin

Dear Mr. Wavne, |

Following the meeting of the Commission on October 31, I was shocked to discover that
Commission Chair Jean Ginn Marvin has a far more involved relationship with Maine
Heritage Policy Center than was previously known to me. In addition to serving on the
Board of Directors of MHPC, she currently serves as that organization’s Treasurer. In
light of the nature of the pending complaint against MHPC before the Board, and the new
evidence presented, Ms. Ginn Marvin's testimony before the Commission will be
unavoidable in the context of any reasonable investigation into MHPC’s finances. Even if
she is somehow not deemed by the Commission to be relevant witness, there can be no
dispute about her inability to be impartial in this matter. For these reasons, Ms.Ginn
Marvin must not be permitted to participate in any investigation, deliberation or decision-
making by the Commission in the context of the pending complaint against the MHPC,
nor can she be permitted to have access to, or be privy to, any internal discusgsions,
investigation, documents or deliberations within the Commission about this matter.

It also plainly apparent that a simple recusal by Ms, Ginn Marvin in this case is
insufficient to fully address and remedy the appearance of impropriety flowing from her
position as Chair of the Commission. How can it be that Ms, Marvin is permitted to hold
the position of Chair of the Commission on Governmental Ethics & Election, while
contemparaneously serving as board member and treasurer of an organization whose
activities are subject to regulation by the Commission? Does not this obvious conflict
compel Ms. Ginn Marvin to resign her post as Chair of the Commission, or, alternatively,
to immediately resign her position as Treasurer and Board Member of MEFPC? I
respectfully request that vou and the Commission members carefully consider these
questions and take the appropriate action.
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Thank you for your prompt consideration of and attention to this important matter.

sincerely,

Carl Lindemann
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DEMOCRACY
MﬂﬁlNE

Maine Voices Against Extremism

November 27, 2006

Maine Commission on Governmental Ethics and Election Practices
135 State House Station
Augusta, ME 04333-0135

Re: Lindemann complaint against the Maine Heritage Policy Center
To Members of the Comimission:

Thank you for the opportunity to speak on this matter. T am here on behalf of Democracy
Maine, a 501 C4 nonprofit organization. I would like to begin by explaining the reasons
behind Democracy Maine’s involvement with Mr. Lindemann's complaint. Over a year
and a half ago, Democracy Maine was formed with the mission to expose and combat
political extremism and its impact on democracy. Mr. Lindemann’s complaint received
our support because we feel the Maine Hentage Pohcy Center’s (MHPC) attempts to
influence and advocate for the passage of the Taxpayer Bill of Rights (TABOR) while
ignoring campaign finance requirements is itself a form of extremism and have raised
uncertainty and lowered confidence in Maine’s referendum process.

Mr. Lindemann and Democracy Maine have come before the Ethics Commission becausc
the Commission exists to protect the democratic integrity of the election process. Tt does
this in part through its filing requirements so that the amounts and sources of funding
involved in elections can be made known to the public. Disclosure of the amounts and
sources of funding by groups advocating for or against a referendum is essential to cnsure
that voters are fully aware of who or what organization is behind the passage or defeat of
a particular measure, which in turn can impact a voter’s decision on how to vote. When
groups refuse to disclose their financial involverment and blatantly lie to the Ethics
Cominission about the full extent of their activities and motives, the process is eroded.
This Comnission has a responsibility to Maine voters to flly investigate MUPC’s
involvement with and activities related to the Taxpayer Bill of Rights campaign inclnding
sttbpoenaing financial information that show what funds MHPC raised and spent —
through cash expenditure or in-kind contributions such as staff time — to advocate for the
passage of TABOR.

When this issuc was last before the Commuission on October 31, there was much debate
over how to classify MHPC’s role in the battle to enact TABOR. Mr. Lindemann
accused MHPC of acting as a Political Action Committee (PAC) whose mission was to
promote TABOR in debates, speeches, and published reports. Democracy Maine
questioned MHPC’s failure and refusal to file a 1056-B form required from groups other

ONE CITY CENTER » PORTLAND, ME 04101
{(207) 831-9840 » www.demoecracymaine.org
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Maine VVoices Against Exiremism

than PACs that raise money and spend more than $1,500 attempting to influence the
outcome of an election. Bill Becker of MHPC and his council Dan Billings denied that
MHPC was a PAC and denicd having to file a 1056-B arguing that MHPC never took
part in direct public advocacy for the passage of TABOR. In response to those claims T
have submitted well over 50 pages of newspaper articles along with press releases, op-
eds, and reports published by MHPC that demonstrate again and again the group’s
mission to promote the passage of TABOR.

MHMPC has denied being a PAC and denied having to file a 1056-B, but a reasonable
review of the attached materials will demonstrate that MHPCs mission since authoring
the model legislation that became TABOR has been to advocate the passage of that
legislation. Tt is up to Maine Ethics Commission to investigate MHPC to fully ascertain
the extent of MHPC’s attempts to influence TABOR s outcome. We believe that an
investigation will show that the MHPC spent thousands of dollars, perhaps tens of
thousands of dollars, of staff time and other expenses promoting TABOR, including the
commissioning of a public opinion survey by Critical Insights of Portland, which was
then publicized in an effort to influence the outcome of the election. None of these
expenses were reported, not by the MHPC or by the pro-TABOR campaign organization
which clearly benefited, at least in-kind, from MHPC’s campaign activities.

All of this information, we believe, is emough to justify a full investigation into the
activities of the MHPC in working to enact TABOR. But subsequent to the
Comimission’s last meeting, further information has come to light that makcs cven more
imperative that the Commission launch a full inquiry.

Mr. Lindemann has come into contact with and submitted new evidence to this
Commission that further demonstrates MHPC's attempts to deceive Maine voters and
scerctly influence a Maine referendum question by ignoring and circumventing Maine
election laws. '

In an Qctober 24™ letter to the Maine Ethics Commission, Dan Billings responded to Mr.
Lindemann’s complaint. Mr. Billings wrote:

MHPC is not a political action committee (“"PAC”} as defined by 21-A M.R.5.A.
1052, MHPC is not a segregated fund established with the purpose of influencing
an election. MHPC is a not a funding or transfer mechanism for a campaign. Its
major purpose is not advocating the passage of a ballot question. It has not
solicited or received any contributions to influence the ontcome of a referendum
campaign. It should be noted that other similar organizations, such as the Maine

ONE CITY CENTER « PORTLAND, ME 04101
(207) B31-9840 « www democracyrnaine.org
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EXAMPLES OF THE MAINE HERITAGE POLICY CENTER PROMOTING
TABOR IN INTERVIEWS AND OP-EDS

The sky won't fall if TABOR passes
M

b

day, Octo
seoffrey:

Opponents of the Taxpayer Bill of Rights must have thought Halloween came
early this year. They've begun rolling out the scare tactics — some truly
frightening pictures of what "would™ happen should Maine taxpayers place
reasonable controls to government spending on Nov. 7. ‘

While they stopped short of saying that people will die, bridges will collapse and
schools will close, they have suggested that public safety and popular programs
are the first to go.

In Washington, this publicity stunt is commonly known as the Washington
Monument Syndrome where when faced with cuts the National Parks Service
talks about closing the Washington Monument. These choices are a classic
"straw man" taciic: vote to give up more of your hard-earned money to the
government or vital services will be slashed and burned! But it is a false choice,
and voters should not be fooled.

While fear-mongering may be a brilliant communications and public relations
strategy, it is not an accurate depiction of the situation. For starters, if TABOR
passes, no cuts will be needed. Government spending, at every level, will
continue to increase, although perhaps not at the level that government has
become accustomed to.

What's worse is that by suggesting that important services would be the first to
go suggests that these programs are less important than everything else
government does. Further, this rhetoric presupposes that every dollar spent by
Maine's governments is both spent well and effectively.

While many government services in Maine may be performed efficiently, there is
always room for improvement. In addition, over the years governments have
taken on new responsibilities and started new programs. Rarely do old programs
get phased ouf or eliminated. Could there be some functions government can
stop providing to make room for new programs?

It is important to point out that the opposition to TABOR is coming from the big
government status quo. These groups like the Maine State Employees Union,
Maine Municipal Association and the State Chamber of Commerce do not want
to see government spending reform because they personally benefit from
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government continually increasing taxes on Mainers. The deception that they are
employing against TABOR should be appalling to every Maine citizen.

This status quo group has a track record of promising to control government
spending and lower taxes, but never delivering. Last legislative session, this big
government coalition promised historic tax relief with the passage of LD 1. That
bill never delivered the spending restraint and promised tax relief. Now the same
group is a citizen initiative that will accomplish what they failed to deliver.

TABOR will force policy-makers to get serious about spending reform. In turn,
Mainers will finally see real tax relief.

There are plenty of examples of effective spending reform efforts that target
government waste so that those resources can be better spent by on pricrity
programs. Texas utilizes performance-based budgeting to identify the most
effective and efficient programs and budget its appropriations accordingly. In
addition, they regularly evaluate state agencies for purpose and effectiveness
often eliminaiing or merging programs — resulting in billions in savings over time.
The effort fully funds effective public services and helps ensure a higher quality
of life.

Washington state and South Carolina use a "priorities of government” model to
rank all government services by activity — rather than rigid agency structure —
and "purchases” all activities from the top of the list down until available revenues
are depleted. The least important or least effective programs are considered
lower priorities — much the same as the way families spend their scarce dollars
on the most important things and put off buying luxuries they can't afford until a
later date.

Each of these approaches places an emphasis on performance and results,
rewarding governmental services that best meet citizens’ needs and weeding out
ineffective and low-priority programs. Note that this improves the quality of public
services while eliminating government waste.

Maine needs a fundamental change in its budgeting process and a serious
evaluation of its priorities. A process that emphasizes program performance and
providing higher-priority services would improve Mainers' quality of life while
continuing to protect their pocketbooks. It is time for government to focus on
better delivering government services, instead of preying on people's fears.

Despite what public officials are ¢claiming, the sky will not fall and Maine will not
disintegrate if TABOR passes. Children will still be well educated, fires will be put
out and police will still protect Maine communities.
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Geoffrey F. Segal is the director of government reform at Reason Foundation
and an adjunct scholar gt the Maine Heritage Policy Center. The author can be

reached at geoffrey.segal@reason.org.

TABOR 'a nightmare' for health care, officials say, Portland Press Herald,
October 30, 2006

By Josie Huang -- Thousands of low-income Mainers could lose health care
coverage, Portland's elderly could be asked to leave the Barron Center and
nonprofit organizations that help the state's most vulnerable residents
could face major deficits.

That's what health and social service agency officials predict for Maine's health
care system if voters approve Question 1 on the Nov. 7 state ballot. Also known
as the Taxpayer Bill of Rights, the referendum question proposes limits on
government spending increases.

"TABOR," said Doug Gardner, director of Portland's Health and Human Services
Department, "sounds like it would be a nightmare.”

But the initiative's sponsors say such alarm is over the top. TABOR, they say,
simply tries to keep state, county and town spending increases to the rate of
inflation plus population change.

Worst-case scenarios, TABOR supporters point out, don't acknowledge that
residents could override the law's spending limits or that a rainy-day fund is
available.

Should health care be deemed a priority, then elected officials and voters can

make sure it receives adequate funding, said Tarren Bragdon, health_policy
analyst at the Maine Heritage Policy Center. The center drafted the ballot

quastion.

Bragdon added that it would not be a bad thing if the state moves to reduce the
Medicaid_program, which provides heaith insurance to 267,000 Maine people.
That is a fifth of the population -- one of the highest rates in the country.

"] think what TABOR is frying o do is put reasonable limits on the growth of
government s0 Maine is not such an outlier." Bragdon said.




12/87/2886 17:31 ZATZEVETVS ETHICS COMMISSION P&4SE  BESE3S

Advocates for low-income, elderly and mentally ill Mainers counter that the
Medicaid program is essential. To them, fitting health care spending into
TABOR's formula would force widespread cuts to vital services.

Anti-TABOR groups such as the Maine Medical Association, a professional
organization for doctors, note that medical inflation grows at a rate twice that of
general inflation. Driving the trend are expensive innovations in technology and
medication, and an aging population that is using more services than aver.

Colorado adopted a constitutional amendment in 1993 similar to the law
proposed here, TABOR critics say the quality of health care suffered there. Food
safety programs, child care center inspections and air monitoring were cut more
than 30 percent between 2002 and 2004, the anti-TABOR Bell Palicy Center
reported.

Ana Hicks of Maine Equal Justice, an advocacy group for low-income residents,
said she is worried that Maine's safety net would weaken under TABOR.

Had TABOR been in place, according to her group, the state wouldn't have been
able to step in to help cover prescription drug costs for elderly and disabled
people when there were problems with the launch of the new Medicare Part D
prescription drug program earlier this year.

And if Medicaid - known as MaineCare in Maine -- is cut, thousands of people
ne longer would be able to seek preventive care, she said..

"Conditions would worsen and they would have to turn to the emergency room
for care,” said Hicks. The burden of providing charity care, in turn, would force
hospitals to make up their losses with higher charges for privately insured
patients, she said.

In Maine, more than 61,000 people stand to lose Medicaid, according to
projections from Gov. John Baldacci's administration, which opposes TABOR.

That assumes state government would make good on a promise to fund
education at 55 percent, said Ryan Low, the state budget officer. If cuts are
ordered proportionate to the size of departments, Health and Human Services
would have to find $50 million to shave from its next biennial budget, in addition
to dropping a request for a $300 million-plus increase, Low said.

TABOR supporters say the state doesn't have the money to fund the
department’s request, with or without TABOR. Low countered that as part of
normal policy-making, legisiators decide what should get funding and make cuts
so they can better fund top priorities. TABOR just makes that more painful, he
said.
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"It would force larger cuts," Low said.

Kevin Baack, executive director of Goodwill Industries of Northem New England,
said he supports TABOR and is confident that legislators will make the funding of
programs that help the needy a priority. Goodwill serves more than 500 peopie
with severe mental illness, mental disabilities and brain injuries through its group
homes and other programs.

Acknowledging that TABOR could result in a smaller Medicaid budget, Baack
said he is against "across the board” cuts. But he proposed tightening eligibility
s0 the program is reserved for people who need it most.

"l would support a residency requirement,” Baack said. "The state could provide
services to folks after they've been here for three months."

Baack is the rare nonprofit executive speaking out in support of TABOR. He said
others in his field agree with him but are silent for fear of backlash from the state
should TABOR fail.

Other nonprofits say that nothing good can come out of TABOR for their clients.
Independence Association, which runs 15 group homes and other services for
mentally disabled people in Maine, said it already is experiencing tight finances
now.

Medicaid payments over the last several years have not increased with the cost
of living, said Chief Executive Office Jim Pierce. His nonprofit crganization has
found savings by consolidating job positions and increasing employees’ health
insurance costs, he said.

"We're in a situation where we're not really being funded at the level that meets
the need now,” Pierce said. "Whatever funding reductions came about because
of TABOR would just exacerbate the problems."

The same budget worries extend to the few communities in Maine large enough
to have their own health and human services departments, such as Portland.

Without overrides of TABOR's spending limits in the first year, Gardner said, the
city would not be able ta maintain two of its programs: an office that provides
adult day programming and outreach to elderly shut-ins, as well as the maternal
and child program, which sponsors play groups and home visits by nurses.
Sixteen positions would be eliminated.

Also, in the first year, $100,000 would be cut from general assistance, bringing
the budget to about $300,000.
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Gardner said more casualties would come later: The Barron Center, which
sarves more than 200 elderly people and employs more than 300, would have to
close in 10 years.

He questioned whether all the Barron Center residents, especially those who
need round-the-clock supervision for Alzheimer's disease or dementia, would find
new placements in the Portland area.

"It's a mission-driven facility, and we do take folks there that might otherwise not
have a place to go," Gardner said.

The city has come out against TABOR, as has the Maine Association of
Nonprofits. The Maine Hospital Association is part of a coalition of statewide
organizations that has come out with an alternative tax reform plan to TABOR.

Groups to offer TABOR substitute, Portland Press Herald, October 18, 2006

By Trevor Maxwell ~ Three of Maine's largest lobbying groups are expected
today to propose an alternative to the proposal known as the Taxpayer Bill
of Rights.

The Maine State Chamber of Commerce, the Maine Education Association and
the Maine Municipal Association will have three weeks o persuade voters that

the alternative makes sense, and they should reject the proposal on the Nov. 7
ballot so a substitute measure can be crafted.

The alternative is based on research by staffers at the organizations, and on a
document written by a former gubernatorial candidate, state Sen. Peter Mills, R-
Skowhegan.

Mills said the plan combines the best elements of TABOR and LDA1, the law
previously enacted by voters to control property taxes and boost state aid fo
schools.

Geoff Herman of MMA, Mark Gray of the MEA and Chris Hall of the chamber
were the principal collaborators, Mills said.

"This is exactly what the state needs," Mills said Tuesday. "It is a proposal that
the local people can live with."

Supporters of TABOR said they would not support any alternative plans, and
they criticized the Maine State Chamber for not endorsing TABOR, as had been
expected.
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"The groups that arg allegadly partnering to create this 'alternative’ are the same
people that have caused Maine's government spending problem to begin with "
said Bill Becker, president of the Maine Heritage Policy Center, which drafted the
TABOR proposal, : -

"The same pegple were making the same pleas two years ago for voters not to
approve the property tax cap,” Becker said. "We were promised hisiotic and

unprecedented ralief. It didn't happen.”

The chamber took a position against {the so-called Palesky tax cap and helped
craft a compromise that ended up as part of LD1 a year later.

Commonly known by its acronym TABOR, sponsors say it would limit state,
county and town spending increases to the rate of inflation plus population
change. Budget increases for schoal districts would be tied to inflation and
enrollment. Voters could override the limits, and they would also be called on to
approve any tax or fee increases.

The Maine State Chamber, which represents about 5,000 businesses, devoted at
least five meetings and hundreds of staff hours to TABOR. Chamber President
Dana Connors said Sept. 27 that the executive board was leaning toward
supporting TABOR, primarily because members could not endorse the status
quo. But at the time, Connors said he would continue to seek alternatives in
collaboration with MMA, MEA and other groups.

Connors declined to be interviewed Tuesday, saving he would wait for two
chamber press conferences scheduled for today in Bangor and Lewiston.

Mills said that while the chamber board was holding discussions with various
stakeholders, he and Rep. Dick Woodbury, a Yarmouth independent, discussed
legislative proposals that would share the same goals as TABOR. Mills drafted
several principles that could be adopted by legislative rule, and he circulated the
ideas fo leadership at the MMA.

The heart of Mills' concepi: Keep the government spending limits imposed by
LD1, but give the law teeth by adding one of the voter approval requirements
proposed in TABOR. Mills also suggested dropping the voter approval required
by TABOR for any local tax increase, which he said would "unduly shackle local
governments.”

Officials from the chamber, MMA and MEA met Qct. 5 at the Cumberiand Club in
Portland, Mills said. The alternative plan was ready, but an anhouncement was

postponed until afier the MEA board meeting this weekend and a vote by the
chamber's executive board Maonday night.
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Mark Gray, executive director of the MEA, said members spent most of the
weekend talking about TABOR, but he would not comment on any alternative
plan. Through donations arranged from the National Education Association, the
MEA has contributed at least $646,000 to the anti-TABOR campaign, or roughly
70 percent of the total raised. The MMA is also a major contributor.

"We are definitely going to be there and be supportive,” Gray said of today's
press events.

Mary Adams, Ieadér of the political action committee supporting TABOR, issued
a press release Tuesday that was sharply critical of the chamber.

"Unfortunately, 90 percent of Maine businesses are small businesses, and this
11th-hour desperation maneuver would hurt them the most," Adams said. She
noted recent endorsement from the Maine chapter of the National Federation of
Independent Business, the Portiand Regional Chamber of Commerce and
others.

Outgoing House Speaker John Richardson, D-Brunswick, said neither he nor
Senate President Beth Edmonds, D-Freeport, were asked to participate in any
discussions about an alternative.

"It would be more appropriate for legislators on a bipartisan basis 1o take this up
on the first day of the session," said Richardson, who opposes TABOR. He said
there is no reason the next Legislature could not enact further tax reform, using
LD1 as a foundation.

Doctor: TABOR puts care at risk, Portiand Press Herald, Qctober 12, 2006

By Trevor Maxwell -- A Golorado pediatrician said Wednesday that the
Taxpayer Bill of Rights in his state caused widespread cuts to health care,
and he urged Mainers not to adopt similar legislation.

"[ came here because Maine's programs for children really will be threatened if
TABOR is enacted,” said Steve Berman, a professor of pediatrics at the
University of Colorado School of Medicine, and head of a global child health
initiative. ‘

Supporters of the proposed spending cap in Maine criticized Berman for using
selective data, and said that improving Maine's economy will result in healthier
communities.

"Maine has some of the highest rates of people on Medicaid and people on food
stamps," said Roy Lenardson, who is managing the campaign to pass the
spending cap. "Is that the kind of model that we should be proud of?"
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Commonly known by its acronym TABOR, the spending cap proposal will appear
as Question 1 on the Nov. 7 statewide ballot. Sponsors say it wouid limit state,
county and town spending increases to the rate of inflation plus population
change. Budget increases for school districts would be tied to infiation and
enroliment. Voters could override the limits, and they would also be called on to
approve any tax or fee increases.

The TABOR plan that was adopted by Colorado voters as a constitutional
amendment in 1992limits the amount of revenue government could collect.

Berman, speaking at a press conference in Portland, said the caps led to higher
rates of uninsured children, lower immunization rates, and less prenatal care,
among other effects,

Joining Berman were David Friedman, founder of Sandy River Group, Michael
Tyler, president of Sandy River Health System, and Kitty Purington, an advocate
for the Maine Association of Mental Health Services, :

"We will see long-term care facilities close," especially in rural areas, Tyler said.
Sandy River is a company that provides long-term medical care, rehabilitation
and other services at 11 facilities in Maine,

Rep. Thomas Shiglds, R-Auburn, a retired physician, disagreed. He finds nothing
in the proposal that would negatively affect health care in Maine.

"f Mainers want to spend above the growth targets, there is a mechanism that
aliows for them to spend more,” Shields said in response to the claims made at
the press conference. "The bill does not dictate how Maine policymakers
prioritize their budget.”

Berman described trends in Colorado and predicted Maine's law would lead to
similar results. For example, the percentage of low-income children without
health insurance rose from 16 percent to 32 percent between 1992 and 2004,
Berman said. That was largely the result of caps on enroliment for state aid
programs, he said.

He and other health care professionals were part of the successful fight last year
to suspend the TABOR limits at the state level. Colorado residents voted to forgo
tax refunds under TABOR for the next five years, in favor of increased state
investment in health care, education and transportation,

Berman, a past president of the American Academy of Pediatrics, was brought to
Maine by two organizations that oppose TABOR: The Maine Center for
Economic Policy, based in Augusta, and the Center on Budget and Policy
Priorities, based in Washington, 0.C.

11/63
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Tarren Bragdon, a health care expert for the Maine Heritage Policy Center,
disputed Berman's findings. The center drafted the Maine proposal.

"Fundamentally, if you look at the most recent data, not just select years, it tells a
completaly different story,” Bragdon said.

Berman gaid Colorado dropped from 24th to 50th in the country for the
percentage of children regeiving full vaccinations. Colprado ranked last for
immunization coverage in 2002 and 2003, according to the Colorado Health
Institute, a nonprofit based in Denver.

But, Bragdon countered, Colorado climbed the immunization ladder to rank 16th
last yvear, with 83 percent participation. Maine also reported 83 percent
paricipafion, ‘

it seems to me that Colorado, under a Taxpaver Bill of Rights, is doing a good
job of keeping their children vaccinated," Shields said.

Lenardson said Maine has a higher percentage than Colorado of children and
elderly residents living in poverty, and families on food stamps, according to

several reports, including state rankings published by the Kansas-based Quitno
Press.

"While Maing is managing more people in poverty, Colorado has been managing
growth since TABOR passed," Lenardson said.

Study: TABOR will not cut taxes, Portland Press Herald, October 4, 2006

By Trevor Maxwell - In a study released on Tuesday, opponents of the
spending cap known as the Taxpayer Bill of Rights questioned the
proposal's ability to reduce taxes, which is the core intent of the drafters.

"This is false advertising. TABOR would not create a sustainable reduction in
property taxes,” said researchers at a Washington D.C ~based think tank. The
Center on Budget and Policy Priorities said property taxes could rise in many
towns, based on voters' reaction to similar legislation in Colorado.

Supporters of the spending cap dismissed the findings of the study as biased,
part of a campaign to scare Maine voters.

The study brings into focus a key question in the month leading up to the
election: What effect would TABOR have on property taxes for Maine residents?
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Basically, sponsors say, towns and counties and the state would have to base
spending increases on inflation pius population change. School budgets would
be tied to inflaticn and enroliment.

If a town wanted to override the limits, the proposal would need approval from a
two-thirds' majority of the governing body, like a city or town council. The
increase would then have to gain approval from a majority of all voters. Voters
also would be called on to approve any tax or fee increases.

Some critics have said that would require vater approval for any increase in
revenue, regardless of the growth limits set by TABOR.

At the end of each fiscal year, any revenue surplus would be split up, with 30
percent for tax relief and 20 percent for a state rainy day fund.

The premise is simple -- less spending requires fewer tax dollars -- said J. Scott
Moody, economist for the Maine Heritage Policy Center, which drafted the

proposal.

"The whole idea is to control spending, $0 in_the long run taxes can be controlled,
and Maine can be brought into line with the national average for tax burden,”

Moody said,

A recent report hy the Federal Reserve Bank of Boston ranked Maine in the
hottom five states in several key measures of tax burden.

Moody has projected tax savings that would total at least $142 million for fiscal
year 2007-08, if TABOR passes. That works out to about $200 per household,
with the projection climbing to about $2 000 within a decade.

"Eighty percent of all_revenue in excess of allowable spending must be rebated o
the taxpavyers,” Moody said. "That is tax relief."

The study released on Tuesday painted a different picture. It was produced by
the Center on Budget and Policy Priorities, a liberal think tank that examines
public policy, particularly on issues affecting low- and moderate-income families.

The center has been working with the Maine Center for Economic Policy, which
opposes TABOR.

Based on the history of the TABOR law in Colorado, the authors project
substantial reductions in state investments for education, public safety, roads and
other services in Maine.



12/87/2086 17:31 2B72RTRTTE ETHICS COMMISSION

PaGE

"Residents faced with deteriorating services would likely respond by voting to
override the TABOR limit -- thereby maintaining or even increasing focal property
taxes. This is what happened in Colorado,” wrote Karen Lyons and Iris J. Lav.

When state aid decreased in Colorado, fowns had the option of living with
reduced service levels or raising local taxes, the authors said. Many opted to
raise taxes.

Colorado voters adopted the Taxpayer Bill of Rights in 1992, and last year voted
to suspend the state spending limit for five years.

Politicians, however, disagree on whether the measure has been a success ora
failure. TABOR was a constitutional amendment in Colorado. As proposed in
Maine it is legislation and would be subject to changes by the Legisiature.

The Center on Budget and Policy Priorities has produced several studies
criticizing TABOR in Colorado and discouraging similar legislation nationwide,

"In Maine, you do have more reliance on local property taxes to fund services,”
Lav said during a telephone inferview on Tuesday. "TABOR would lock in that
overreliance, because the state would have its hands tied behind its back.”

"Other states have successfully implemented property tax relief that has lowered
property tax bills without hurting public services, and none of these required
enacting a TABOR," Lyons and Lav wrote.

TABOR debate focuses on cuts

By David Farmer, Staff Writer
Friday, September 15, 2006

AUBURN - Two of the state’s policy behemoths battled over breakfast Thursday
in a TABOR debate sponscred by the Andrascoggin County Chamber of
Commerce.

Bill Becker from the Maine Heritage Folicy Center and Kit St. John of the Mainz
Center for Economic Policy brought their traveling Taxpayer Bill of Rights show
to Martindale Country Club in Auburn,

They played to a packed house. The debate, which was part of the chamber's
regular breakfast meeting, was sold out weeks in advance and atiracted a
standing-room only crowd of almost 250,

14/E3
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For the political leaders and activists in the room, the show was a rerun of the
arguments about TABOR that have been playing out at policy forums for months.

But for much of the crowd - the small busingss owners who make up the majority
of the chamber's membership - it was an introduction to the intricacies of the
citizen initiative that would strictly limit local and state spending and taxation, and
require a two-thirds vote of a city council or board of selectmen and then a
referendum to override the restrictions.

The format was straightforward. The chamber's policy advisory committee
developed a list of questions that each man had a chance to answer before they
took written questions from the audience.

The central theme of all the questions centered arcund whether TABOR would
require cuts in municipal and school budgets or whether it simply mandates the
ability of the budget to grow.

Speaking in favor of TABOR, Becker said that there's nothing in the proposed
law that would force budgets to move backward.

"This limits growth, but does nothing more,” Becker said. "It gives taxpayers
greater say in how much government can grow.”

St. John, who spoke against TABOR, said the question of whether the bill would
requireé cuts is a central disagreement between proponents and opponents. "The
conclusion of most municipai attorneys is that they would have to adjust budgets
down if they lose population or assessed value.”

St. John used the example of Old Town, which lost g substantial amount of its
valuation due to the closing of the Georgia Pacific mill. "Old Town had a
reduction of value of 17 percent,” he said.

The issue remained unsettled, with both sides urging people to read the bill and
decide far themselves.

Bob Bernier of Auburn walked inta the debate with a favorable opinion of TABOR
and left the same way.

Berniar, who is a member of the Small Property Owners Assaciation of Auburn,
said he has read the proposal and thinks it's a valuable step in controlfing
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government growth, but said for people who haven't made up their minds, it
might boil down to whose information they're going to believe.

The hourlong debate also addressed questions about the bill's particulérs and left
unresolved some of the finer points that will either be in the hands of lawmakers
or the courls.

At its core, TABOR is based on a constitutional amendment that was adopted by
Colorado voters in 1992. In 2005, voters suspended parts of the amendment for
five years, allowing the state to exceed spending caps.

Maine's version of the law has a two-step process for voters to override spending
limits set by formulas, which are based on the Consumer Price Index, population
and valuation, and on increasing taxes and fees. First, the governing body - a city
council, board of selectmen or tawn meeting - would have to approve the
increase by a two-thirds vote. Then the override would have to be approved by a
referendum.

St. John argued that the proposal creates minority rule, where just a few people
can block a vote from ever reaching the community. Becker countered that
TABOR is all about giving power to the taxpayers.

"The Taxpayer Bill of Rights is very generous," Becker said, "because not only
does it allow for growth, but it asks individual communities, What do you want to
do?™

According to 8t. John, the evidence of what TABOR will mean to Maine is in
Colorado.

"There were more than 1,100 groups involved in their campaign to suspend
TABOR," 5t. John said, citing big cuts in public support for higher education,
infrastructure and other government services. '

Larry Gilbert, former chief of police in Lewiston and a potential mayoral candidate
in the city, attended the chamber breakfast.

"Once people hear how the bill will impact them, TABOR will lose support,”
Gilbert said. "The services that people want have a cost. ... As the speakers said,

people are angry, but decisions that are made in anger aren't usually good
decisions."
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Chip Morriscn, president of the chamber, said the large crowd demonstrated the
interest in TABOR.

"This is a huge issue,” Morrigson said. "It's helpful to a lot of people who haven't
heard any of this before.” :

The chamber will decide later this month whether to take a position on TABOR or
remain neutral, Morrison said.

TABOR will be on the Nov. 7 ballot as Question 1.

Wednesday, September 13, 2006

TABOR backers tout new analysis
By TREVOR MAXWELL
Blethen Maine Newspapers

Authors of a proposed spending cap say the average Maine household would
save $500 during the first year of the bill, and thousands of dollars in future
years, if voters approve the measure on Nov. 7.

Opponents of the cap, known as the Taxpayers Bill of Rights, or TABOR, say the
predictions are simply wrong.

The report released Tuesday by the Maine Heritage Policy Center was the latest
move in an intensifving campaign to persuade voters to either adopt or defeat the

cap.

If the cap passes, the report says, the annual savings figure would climb to more
than $2,500 per household within the next decade. That additional disposable
income would result from a combination of tax savings and higher wages from
economic growth, it says. The report used a computer model to forecast what
might happen.

"The Taxpavyer Bill of Rights, at the end of the day. i$ going to mean more money
in_ the pockets of the average Mainer,” said J. Scott Moody, chief economist and
vice president of policy for the Maing Heritage Policy Center, which began
drafting the proposal two vears ago.

The computer model that formed the basis of the report was created by the
Beacon Hill Institute, a free market-based think tank affiliated with Suffolk
LUniversity in Boston.
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Opponents said the report is not valid because it draws on a selective number of
factors and assumptions, while ignaring others.

The center is "dead wrong in its conclusion that TABOR will increase economic
growth,” said Larry Benoit, spokesperson for Citizens United, which opposes the
measure.

"In fact, it's just the opposite,” Benoit said in a statement. "TABOR wili slow
economic growth in Maine, due to declining investment in essential public works,
transportation infrastructure, educatlon and other vital programs and services
that support Maine's economy.”

The Taxpayer Bil! of Rights will appear as Question One on the Nov. 7 statewide
ballot.

Under the proposal, towns and counties would have to base spending increases
on inflation plus population change, or on the change in overall property values,
whichever is lower.

Spending at the state level would be tied o inflation and population increases.
School budgets would be tied to inflation and enroliment.

If a town wanted to override the limits, any spending increase would have to be
approved by a two-thirds majority of the governing body, such as a city council or
town meeting. The increase would then have to gain approval from a majority of
all voters.

At the end of each fiscal year, any state revenue surplus would be split up, with
80 percent for tax relief and 20 percent for a state rainy day fund. In the report
released Tuesday, Moody says the Taxpayer Bill of Rights would steer Maine
toward the national average in terms of individual tax burden.

A recent report by the Federal Reserve Bank of Boston ranked Maine in the
bottom five states in several key measures of tax burden.

If the bill is adopted by voters, personal income in Maine would grow by $178
million in fiscal year 2008, according to Moody.

The number of jobs would increase by about 4,400 and economic investment
would grow by $10 million in the first year, he said. The report only projected the
effect of lower state {axes.

Lower local property taxes will boost those estimates, Moody said.

Christopher St. John, director of the Maine Center for Economic Policy, said he
and his staff are reviewing the report. 5t. John, who opposes the bill, said the
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"

Beacon Hill Institute is known for a free-market ideclogy, and is not & neutral
party.

"Their stance undermines the credibility of the modeling,” $t. John said.

Gingrich calls for hard line with Iran, Bangor Daily News, September 7,
2006

By A.J. Higgins -- South Portland, While Iranian officials continued
Wednesday to dodge discussions about their nuclear ambitions, former
U.S. House Speaker Newt Gingrich insisted now is the time to take a hard
line against the Islamic theocracy.

"™We have real enemies and they would like to kill us,” said the Georgia
Republican during his visit to Maine. "They say that every day. iranian President
Mahmoud Ahmadinejad says that he can imagine a world where |srael and the
United States no longer exist. Well, we better take that pretty darn seriously
before they get nuclear weapons. And | think all of us underestimate how hard
this is going fo be."

Farlier Wednesday, the Associated Press reported Iran had postponed a
tentative meeting with a top European Union official - a step that seemed to dim
prospects the country will make concessions to limit its nuclear program. Iran
insists its nuclear program is for peaceful energy uses only but the United States
and some Europeans believe the regime seeks nuclear weapons.

Gingrich was in Maine on Wednesday as the featured speaker for The Maine
Heritage Policy Center's annual Freedom_and Opportunity Luncheon. The Center
is a conservative think tank that has been a moving_force behind this fall's ballot
guestion to establish spending caps through the approval of a Taxpaver Bill of
Rights. The organization's fundraiser attracted mare than 300 members and
guests, including state GOP luminaries like former Maine gubernatorial candidate
Peter Cianchette, current gubernatorial candidate Chandler Woodcock, state
Senate GOP floor leader Paul Davis and former House GOP leader Joe Bruno.

During a meeting with reporters, Gingrich said it was time for all Americans o
"orofoundiy rethink” their position on Iran and be prepared to take all necessary
steps to safeguard the United States.

"If the country is asked to choose between doing what it takes to protect the
country from [ran, North Korea and terrorism or the left wing of the Democratic
party's policy of weakness, withdrawal and appeasement, everything I'm seeing
indicates the country would vote 2-1 in favor of strength," Gingrich said.
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Gingrich said the United States is still paying for President Bill Clinton’s foreign
policies which he said gave Americans "eight years of appeasing the world" and
provided the opportunity for Osama bin Laden to bomb two U.S. embassies and
the USS Cole.

"You don't appease your enemies - you defeat them,” he said. "We have to take
this seriously because the next time we won't just lose a building or an airplane -
we will potentially lose a city."

While Republicans cheered Gingrich at the Sable Oaks in South Portland,
Democrats deplored the former speaker's visit to the state. Jon Crasnick,
executive director of Democracy Maine, said in a prepared statement that
Gingrich's reception was “further evidence of the advance and influence of the
conservative far right in Maine.” ‘

"Gingrich is one of the chief architects of policies that have shifted the tax burden
away from the rich and onto the backs of working men and women," Crasnick
aaid. "His 'contract with America’ has only served to increase the gap between
the rich and poor and returned us to sky-high deficits."

Crasnick said Gingrich did not share the values of Maine's citizens, adding it was
"ironic" to see the Maine Heritage Policy Center paying Newt Gingrich to come to
Maine "at a time when we need real solutions for real people, not hypocrisy from
discredited right-wing politicians."

Colorado foe of TABOR to speak, Lewiston Sun Journal, September 6, 2006

By David Farmer -- Lewiston, A messenger from Colorado will visit
Lewiston today with a dire warning about the Taxpayer Bill of Rights.

State Sen. Steve Johnsan, assistant minority leader of the Colorado State
Senate, will talk about what he describes as TABOR's negative affect on his
home state's economy.

The event, which is open to the public, begins at 6:30 p.m. today at the Colisee
" and is sponsored by the Maine Municipal Association, which opposes TABOR.

"TABOR did not work for the people of Colorade or for the Colorado economy,”
Johnson said. "Even with the suspension of the TABOR spending limits, we have
a lot of catching up to do to make up the damage that TABOR caused for our
schools, universities, transportation and other needs.”

Johnson cited the declining support that the state has been able to provide to the
University of Colorado and 1o its infrastructure.
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"If we hadn't repealed TABOR for five years when we did, our state would have
been the only one in the country not to provide state aid to the university system,”
Johnson said.

in the 14 years since TABOR passed, he said, the university system has seen a
40 percent decrease in funding, double-digit yearly tuition increases and the
amount of general fund money spent on transportation dropped o zero.

TABOR would fimit increases in state and local government spending fo the rate
of inflation plus population growth and require voter approval for any tax or fee
increase. Increases beyond the limits would have to win support from two-thirds
of the Legislature or govemning body and then also be sent to vaters for approval.

Colorado's TABOR is the granddaddy of similar proposals around the country. If
was enacted as a constitutional amendment in 1992. Johnson, a Republican,
was elected in 2002 and was one of the leading advocates for the successful
effort to suspend TABOR's spending limits in 20035.

™When we first heard about TABOR, it sounded like a good idea,” Johnson said.
"It's very flawed."

In Maine's worid of dueling think tanks, Johnson's visit to Maine is being
coordinated by the Maine Center for Econornic Policy, a liberal think tank that
opposes TABOR.

At noon today, former speaker of the U.S. House of Representatives Newt
Gingrich will be the keynote speaker at the annual Freedom and Opportunity
Luncheon, sponsored by The Maine Heritage Policy Center, a conservative think
tank. '

Gingrich's remarks are titled "Fiscal Responsibility and Healthcare
Transformation: Needed and Compatible Reforms,” a topic consistent with
MHPC's goals of promoting market-based reforms in the delivery of health care.

The Maine Heritage Policy Center is also a strong advocate for TABCOR and
wrote Maine's version, which goes o voters in November.

Tickets are no longer available for the event, the MHPC said Tuesday.

Two years ago, Colorado Gov. Bill Owens spoke at the Heritage Freedomn and
Opportunity Luncheon, and he delivered a very different message than
Johnson's. '

Tax advocate Mary Adams, who has led the charge to enact Maine's version of
TABOR, was honored that year, and she encapsulates the message Owens has
delivered in Maine.
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Ready, set,.campaign: Battle over TABOR heats up, Maine Sunday
Telegram, September 3, 2006

By Trevor Maxwell -- Mainers have a reputation for enjoying an old-
fashioned debate about taxes. This fall, they've got one. The Taxpayer Bill
of Rights will appear as referendum Question One on the Nov. 7 ballot.
Voters will be asked if they want to limit government spending by tying
increases to specific growth rates like inflation and population change.

Some campaigning has gone on this summer, but the real battle begins now. The
opposing camps will spend thousands on advertisements and shift fundraising
into high gear. They are also arranging speaking engagements at Rotary clubs,
chambers of commerce and special town meetings from Kittery to Fort Kent.

The proposal is championed by citizen activist Mary Adams of Garland and the
conservative Maine Heritage Policy Center. The opponents are led by Citizens
United, a political action committee that gets its clout from the Maine Municipal
Association and a list of other groups.

"It is likely to stand out this year,” said Ron Schmidt, associate professor of
political science at the University of Southern Maine. More families are struggling
with higher costs for things like heating cil and health care, which could generate
support for a question that puts limits on government spending, he said.

"When push comes to shove, this needs to be an issue that is front and center,”
Schmidt said.

Both sides in this campaign say they want to strengthen Maine's economy and
reduce tax burdens on families and businesses. But that's where the similaritias
end.

"It's a power shift from government to people, | think that's why you're seeing
government entities squawk," said Adams, who led the fight against school
funding mandates in the 1970s. "l haven't understood the argument that it curtails
democracy."

Christopher St. John, director of the Maine Center for Economic Palicy, opposes
the idea.
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"The chailenge for proponents is to tell the truth,” St. John said. "Their message
to date is that this is simple, and it won't lead to cuts. It is a simple message and
an attractive one, but it isn't true.”

The proposal is essentially a spending cap on state and local governments, with
a provision that allows voters to override the imposed limits. About 30 states
have some kind of cap laws. -

The Taxpayer Rill of Rights in Colorado stands out as the most stringent and was
the model for the Maine proposal.

"Theirs is a revenue limit; ours is an expenditure limit,” said Bill Becker, president
of the Maine Heritage Policy Center. Staffers there wrote the initial proposal two
years ago. "We took the parts that have been successful in Colorado, and we
made changes to make it work for Maine."

Under the proposal, towns and counties would have io base spending increases
on inflation plus population change, or on the change in overall property values,
whichever is lower. Spending at the state level would be tied to inflation and
population increases. School budgets would be tied to inflation and enroliment.

If a town wanted to override the limit, any spending increase would have to be
approved by a two-thirds majority of the governing body, like a city council or
town meeting. The increase would then have to gain approval from a majority of
all voters.

At the end of each fiscal year, any state revenue surplus would be split up, with
80 percent for tax relief and 20 percent for a state rainy day fund.

Larry Benoit, a strategist affiliated with Portland-based Bernstein Shur, says the
plan is a bad idea.

"It will ultimately rob communities of local control,” said Benoit, campaign director
for Citizens United. "Only the Legislature will be able to change it. If a community
does not vote for TABOR, it will still have to live with it.

The two-thirds requirement for the override is a problem, Benoit said, because it
allows a minority to block spending increases that have the support of the
majority.

"It's a one-size-fits-all formula that ignores local conditions and regional
conditions with respect to cost," Benoit said.

The proposal is the latest in a string of citizen-initiated referendums and
legislative moves responding to unease over taxes.
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Voters in 2003 approved a plan to boost state aid to schools to 55 percent of the
operating budgets. Another referendum in June 2004 reaffirmed that plan, but
legislators later moved to spread the increase out over four years. In November
2004, a referendum brought forward by Carol Palesky was shot down at the
polls. It would have capped property taxes at 1 percent of the appraised value.

Two months later, the Legislature adopted the bill known as LD 1. It boosts
school aid, puts a cap on how much towns and cities can collect in property taxes
and expands two tax breaks. LD 1 placed Maine among the 30 states with similar
cap laws. But Adams said the caps are too lenient and people need immediate
relief.

The central question at this point is unavoidable: Will the proposal bring budget
cuts"

"When you apply the formulas, roughly 35 percent, or 172 of Maine
municipalities, would actually have outright budget cuts to comply,” Benoit said.
"Thirty-one percent of schools would face budget cuts.”

Benoit was quoting an analysis released in June by the Maine Municipal
Association, which opposes the bill. The town of Guilford in Piscatiquis County,
for example, saw a 28 percent decline in valuation last year. That would mean
municipal budget cuts of 28 percent, according to Benoit and 3t. John.

"Change can be a positive or negative percentage,” Benoit said. "We're very
confident in our interpretation of this."

Those who wrote and support the bill, though, say it never requires cuts. The
worst that can happen, they say, is flat funding year to year. Using the Guilford
example, voters in town would have several options, said Becker of the Heritage
Policy Center.

They could keep the same budget levels from the previous year, or they could
use the override process to increase spending. Voters also could cut the budget,
Becker said. ‘

"This law is meant to restrain excessive government growth,” he said. "That is
the fundamental issue.”

Two other major disagreements will continue to play prominently in the
campaign. The sides disagree on how cumbersome the override process would
be, and whether it would be feasible in most communities. The other question is

about how the law has worked in Colorado, which adopted its Taxpayer Bill of
Rights in 1992.
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Last fall, voters in Colorado suspended a key provision in the law. They allowed
the state Legislature to spend nearly $4 billion over the next five years, money
that otherwise would have been returned to taxpayers.

Both sides in Maine have signed up a long list of speakers from Colorado,
ranging from ranchers to Republican Gov. Bill Owens. Some will try to convince
Mainers that the bill has failed, leading to an erosion in schools and economic
development. Others, like Owens, will say the bill has succeeded, bringing new
jobs and people into the state, and cutting unnecessary spending.

The long list of ambiguities could make it tough for voters to decide. But
everyone can expect a spirited debate: Taxes are one issue about which
residents are generally not shy.

"| hope that it gets the attention of the politicians and shows them the citizens are
fed up and they should change the way we are taxed,” said George Fogg of
North Yarmouth, a retiree whose annual property taxes have risen from $600 to
$2,300 in the past two decades. ‘

Kimberly Whipkey, a ¢ollege student who grew up in Portland, is on the other
side. She has a younger sister in public school and does not want to see a drop
in the quality of programs.

"I'm worried that the implications of this formula will mean severe spending
cutbacks for the things Mainers care about, like education, health care and public
safety.”

Spending on bailot initiatives

By David Farmer

Lewiston Sun Journal

August 20, 2006

Americans for Limited Governmént has spent large amounts of money around
the country in support of TABOR-like ballot questions and other initiatives.

QOregon $561,177
Maine $20,00ﬁ
Oklahoma $350,000
Arizona $827,000

Nevada $100,000
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Source: (Oregon) Statesman Journal, campaign disclosure reports, High Country
News. Amounts were as of last reporting period, which varies from state fo state.
TABOR backed by funds out-of-state funds

Big benefactors boost national effort to enact spending caps

LEWISTON - Mary Adams and the Maine Heritage Policy Institute are the public
faces on the drive to enact a Taxpayer Bill of Rights in Maine, but much of the
financial support so far has come from the same people who are supporting
similar efforts around the country.

Maine is one of several fronts in an ongoing national campaign to enact TABOR-
like restrictions on state and local governments. From Oragon and Nevada o
Michigan and Montana, efforts are under way to use state ballot initiatives to
enact similar measures that would limit governments' ability to raise revenue and
spend it. ‘

While TABOR's defenders say it is a local effort rising from the frustration of
taxpayers in the states where it's being considered - and in Maine, many property
taxpayers have expressed great frustration - Americans for Limited Government,
its chairman, New York developer Howard Rich, and other groups associated
with him are writing most of the checks.

Financing

Consider Maine and Oregon, two states with little in common beyond cities
named Portland and an open-ballot initiative process that has allowed TABOR a
spot on November's ballot.

Despite the differences in the economies of the two states, the intent and
language of the initiatives are similar, with one big exception. In Oregon, TABOR
would amend the state's constitution. In Maine, TABOR changes state law,
exposing it to legisiative tinkering.

Both wauld limit increases in state and local government spending to the rate of
inflation plus population growth and require voter approval for any tax or fee
increase. Increases beyond the limits would have to win support from two-thirds
of the Legislature or governing body and then also be sent fo voters for approval.

While the states with TABOR on the ballot are different, with their own fiscal and
economic challenges and advantages, much of the money behind the TABOR
effortsv is the same.

According to the Statesman Journal in Oregon, Americans for Limited
Government, a conservative-to-libertarian political organization, contributed
$571,177 of the 5671,705, or 85 percent of the total, that was spent to get



12/87/2886 17:31 ZATZEVETVS ETHICS COMMISSION PASE  27/63

TABOR on the ballot in Oregon.

The same group has contributed $20,000 to TaxpayerBillofRights.com, the Maine
political action committee that is supporting TABOR - $5,000 in September and
another $15,000 in May. For 2006, Americans for Limited Government's
contribution accounts for 32 percent of the TABOR organization's total
fundraising of $46,316.60. Since it started in 2004, TaxpayerBillofRights.com has
raised a little more than $78,000.

Americans for Limited Government is supporting similar efforts in a number of
other states, including Michigan, Missouri, Montana, Nebraska, Nevada and
Oklahoma, where fights over TABOR-like initiatives also are being waged and
where large amounts of money have been spent.

Heather Wilhelm, Chicago-based ALG's communication director, would not
provide an aggregate amount for how much the organization has spent on
TABOR-like efforts around the country, but did say that they've reported
everything required by law.

According to reports published from around the country, in Oklahoma, ALG gave
$350,000 to support the TABOR petition drive. In Arizona, ALG has spent
$827.000 on ballot initiatives, including one to restrict eminent domain which has
been tied to corresponding TABOR campaigns in some western states. In
Nevada, ALG has contributed more than $100,000.

The Portland Oregonian, in an investigative story published earlier this month,
connected Rich to more than $7 million in contributions supporting various ballot
initiatives around the country.

The states that have TABOR movements are all over the map, literally and
figuratively, and include fast-growing Nevada and troubled Michigan, which is
trying to absorb huge losses in its automobile manufacturing base.

"We encourage groups from all 50 states to ask us for help,” Wilhelm said.

ALG supports grc:-upé that have a strong grassroots base and grbwing support,
she said, describing the state efforts as locally driven.

But a review of proposed legislation from Oregon, Nevada, Maine, Michigan, and
Missouri shows that they are all similar, tying increases in government spending

to growth in population and inflation and requiring voter approval for increases in
revenue.

"The general principles that they all share is to give taxpayers greater say in their
government,” Wilhelm said.
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Dennis Bailey, a spokesman for the Citizens United to Protect Our Public Safety,
Schools and Communities, which opposes TABOR, said advocates for the ballot
question were taking advantage of Maine's initiative process to be part of a
national effort.

" don't doubt that there are activists who beliave in this here," Bailey said. "But
they're trying to sell this as some kind of homegrown idea that was cooked up at
the kitchen table, and that's just not true. ... Clearly this is an imported thing.”

Adams makes no bones about the financial support from ALG.

"They sure didn't come io us,” she said. "They became interested in helping us
when they saw that it was a serious effort there. It's not their plan, it's our plan.
We didn't need any out-of-staters to tell us we're No. 1 in taxes."

The beginnings

TABOR got its start in Colorado, where it was adopted in 1992 as a constitutional
amendment. The other proposals, which have changed some of the details
around the edges of the idea - such as adding provisions that mandate
government reserve accounts - are all derivative of the original.

Both sides point to the Colorado example to make their case.

TABOR's advocates say it has worked as intended by restraining government
growth and returning biliions of dollars to taxpayers. '

Opponents say it has hurt investment in things like health care and education
and stifled the state's economy.

Both point to a vote in Colorado last year to override TABOR's provisions for five
vears as proof of their point. Supparters say is shows the power rests with the
people, while apponents say it shows that the restrictions put the state in a
desperate situation,

In Maine, much of the intellectual muscle for TABOR has been provided by the
Maine Heritage Policy institute. :

Founded in 2002, one of the first topics that the Portland-based conservative
think tank tackled was the notion of limiting taxation and government spending.

"This has been an issue we've been passionate about from the very beginning,”
said Bill Becker, the president and CEO of Maine Heritage.

MHPC wrote the Maine version of TABOR two years ago as model legislation,
Becker said. It was introduced in the Legislature but was not enacted.
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"We put it out there for anybody who was interested,” Becker said.

Maine's law is based on Calorado's, with improvements, Becker said.

"The Maine TABOR was written specifically for Maine,” Becker said. "Did we
consult with people? Absolutely. ... This idea is sweeping the nation because
taxpayers are fed up." '

And, Becker said, it should be a national idea.

"We're tired of being at the bottom of the economic barrel," Becker said. "Is it any
wonder that other states don't want to join us?”

Credentials

There's no doubting Mary Adams's credentials. She's been a tax reform activist
who successfully eliminated the state property tax in 1877.

She sees herself as a descendent of‘the revolutionaries who founded the United
States and is an ardent and committed conservative.

She's no Johnny-come-lately to tax activism, and was there at the beginning in
September 2004 when TaxpayerBillofRights.com registered as a political
organization in the state and began work on its ballot initiative.

"This kind of revolt, ['ve only seen it happen twice in 30 vears,” Adams said.

And TABOR is firmly part of the state’s Republican Party platform.

Early polling in Maine shows broad support for the TABOR proposal, with support
outpacing oppaosition by two- or three-to-one margins.

"People are worried about whether they'll be able to retire, whether their parents
will have to come live with them," Adams said. "There's personal drama here and
that's what's motivating people.”

But the strong poll numbers and vocal supporters haven't translated into Maine-
based economic support, at least not yet.

Indirect support

The support far TABOR doesn't end with direct financial support to
TaxpayerBillofRights.com .

The Maine Heritage Policy Center has remained involved in the pursuit of
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TABOR since crafting the legislation two years ago.

Roy Lenardson, a former senior policy analyst for the center, is running the pro-
TABOR campaign and remains an adviser to Maine Heritage.

Becker, of Maine Heritage, is a frequent companion of TABOR activist Mary
Adams, who has become the public face of the ballot initiative. He is a strong
advocate for TABOR, a close adviser to Adams and a charismatic spokesman for
conservative policies.

The Maine Heritage Policy Center has received financial support from a number
of prominent conservative-to-libertarian funding groups. As reported by Victoria
Wallack in the Lincoln County News in March, those groups include the Atlas
Economic Research Foundation and the J.M Foundation.

Becker would not disclose MHPC's donor list, saying that its confidential, and
state and federal law does not require nonprofit organizations to reveal where
they get their money. ‘

"We have received financial support from people both inside the state of Maine
and outside,” Becker said.

On its Web site, Americans for Limited Government lists
TaxpayerBillofRights.com as one of its state partners and also links to the Maine
Heritage Policy Center and the Maine Public Policy Institute.

New York developer Howard Rich is the chairman of Americans for Limited
Government. His wife, Andrea, is on the board of directors for Atlas. Rich, also, is
heavily involved in the Glub for Growth, another national organization which
supports TABOR and reducing the size of government at all levels and was
founded by Grover Norquist, a national anti-tax activist.

Norquist has visited Maine as a guest of the Maine Hertage Policy Center.

According to Rich's biography on the Americans for Limited Government Web
site, he founded U.S. Term Limits in 1892 and serves on the board of the
libertarian Cato Institute in Washington, D.C., the Club for Growth and the Milton
and Rose Friedman Foundation, which advocates for expanded school choice.

He also leads the Club for Growth State Action, which establishes state affiliates
for the Club for Growth, and the Fund for Democracy, which provides seed
money for state initiative campaigns.

The Fund for Democrécy contributed $1.5 million in March to support a ballot
question that would increase property rights, according to campaign disclosure
reports filed in California.
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- The J.M. Foundation reporied in 2004 3 $15,000 grant to the Maine Heritage
Policy Center and a $35,000 grant to Atlas.

Another TABOR benefactor, W.R. "Dick" Jackson Jr. of Yarmouth, has given the
TaxpayerBillofRights.com $11,000 since September. He also contributed $2,000
in 2004.

Jackson, along with Becker, co-founded the Maine Heritage Policy Center, and
he's the chairman of its board of directors. :

The opposition

Opposition to TABOR has its own cadre of big supporters, including a number of
groups that have a vested interest in government.

Citizens United to Protect Our Public Safety, Schools and Communities is a
coalition formed to stop TABOR.

According to the most recent disclosure reports filed for the period between June
2 and July 18, The Maine Municipal Association and the Maine State Employees
Association each contributed $25,000. Citizens United also reported $6,635 in in-
kind contributions for the period. The Maine Educatlon Association gave $1,725
in staff time and travel expenses.

That, ALG's Wilhelm, said is typical of anti-TABOR efforts in other states.

"There are very well-funded opposition groups out there," Wilhelm said. "In
Cregon, the teachers' union has poured more than $2 million in." '

She also said that much of the money, especially the contributions from unions,
comes from dues that workers have no choice but to pay.

"In Oregon, there are more than 350 individual donors who aren't forced to give
and support is growing like gangbusters," Wilhelm said.

The groups aligned against TABOR are much the same everywhere, and include
the AARP, unicns and liberal advocacy organizations. In Maine, Citizens United
lists 87 groups as coalition members, including the Maine AFL-CIO,
EnvironmentMaine, Maine People's Alliance, Planned Parenthood of Northern
New England and Tri-County Mental Health.

A lot of these groups, especially the teachers’ and state employees' unions and
Maine Municipal Association, rely directly on taxpayer money to fight tax reform,
Becker said.
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"All of them are funded 100 percent by taxpayer money and have a vested
interest in keeping unfettered access to public dollars,” Becker said.

Bailey, from Citizens United, dismissed the idea that TABOR's opponents are
only looking out for their own, selfish interests.

"It's an unfair criticism. Everybody has an interest in efficient government,” Bailey
said. "Teachers are involved because they think it's going te decimate the
schools. They're close to the issue, no doubt about that, but they're concerned
about quality education.”

Becker offered a history lesson about the fight for tax reform.

Citizens United is the same PAC that successfully fought the Palesky tax cap
propasal in 2004, Becker said.

its largest single contribution came from the National Education Association,
which gave $300,000 in September 2004.

"People who are interested (in TABOR) inside the state of Maine and outside the
state of Maine are going to be involved, are going to be involved financially,”
Becker said. "History will always repeat itself."

From Magic City Morning Star

STATE

Maine Heritage Policy Center Sets Record Straight on Taxpayer Bill of
Rights

By MHPC

Jun 21, 2006, 17:01

PORTLAND -- The Maine Heritage Policy Center today addressed several
factually incorrect "myths” that have been frequently stated by opponents to the
Taxpayer Bill of Rights. The Maine Heritage Policy Center drafted the Taxpayer
Bill of Rights model legislation. Activist Mary Adams used the model legislation
as the basis for her citizen's initiative.

In voicing reasons for opposition, groups such as The Maine Municipal
Association and the Maine Education Association, have stated concerns that
reflect a misinterpretation of the initiative's provision.

"As authars of the Taxpayer Bill of Rights for Maine, we are compelled to set the
record straight," stated Bill Becker, president and CEO of The Maine Heritage
Policy Center. "This measure is reasonable, fair, and well-written. The Taxpayer
Bill of Rights offers a positive solution to Maine's onerous taxes while allowing for
additional government growth.,
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"l would hope that the misinterpretations of the bill's language are not an
intentional attempt to propagate lies about the initiative. However, the attacks on
the measure o date have been based on fear, not fact, and simply do not stand
up to any amount of scrutiny.

"Rather than allowing for themselves to fall victim of an orchestrated campaign of
fear, uncertainty, and doubt, | encourage all Mainers to learn more about the
Taxpayer Bill of Rights. Once people learn about the Taxpayer Bill of Rights, they
will see that it is a reasonable proposal that will have a positive impact on all
Mainers.”

MYTH 1: The Taxpayer Bill of Rights requires a two-thirds vote for local budgets

FACT: The two-thirds vote is only required for line item spending over the limit
and only required of the legislative body. For example, a town's spending limit is
$2 million. That $2 million budget would be passed by majority vote of the city
council or at town meeting, consistent with current law. However, if that town
wanted to spend an additional $25,000 (over the $2 million limit) to renovate town
hall, that $25,000 line item would require two-thirds vote by the city council or at
town meeting, followed by a majority voter approval at the next general or special
election.

MYTH 2: Every year, the Taxpayer Bill of Rights requires towns to calculate their
spending growth limit on the lesser of the change in their assessment or the
change in their population plus inflation rate *

FACT: Towns only have to consider these two spending growth limits when they
conduct a comprehensive revaluation. Under the Taxpayer Bill of Rights, "change
in assessment” ® refers to a town conductmg a comprehensive revaluation, as
governed by 36 MRSA Chapter 102. 4 Typically, towns conduct these
comprehensive revaluation every decade or so. Therefore, in most years, the
spending growth limit for towns is simply the change in population plus inflation.
Only in years where there is a comprehensive revaluation is the growth limit the
lesser of the change in assessment or the change in population plus inflation,

MYTH 3: The Taxpayer Bill of Rights requures some towns or schools to face a
budget cut (or a growth limit below 0%). *

FACT: The Taxpayer Bill of nghts never requires a budget cut. At worst, it
requires a town with a shrinking population to have a flat-funded budget. The
spending growth limit only applies to the "maximum annual percentage change in
fiscal year spending” . Therefore, if there is no change in a local district
spending (i.e., the budget is flat f! unded from one year to the next), then
spending growth limit never applies. The spending growth limit only applies when
total spending changes from one year to the next. If the sum of a town's change
in population plus inflation is less than 0%, then that town would be required to
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flat fund next year's budget or, use the law's ‘provision to get two-thirds vote of
the city council or at town meeting and voter approval at the next election for any
spending beyond the level spent in the current year.

MYTH 4: The Taxpayer Bill of Rights requires schools to be governed by a
change in pupil count plus inflation spending growth limit 7

FACT: There is a separate limit for schools, but it only applies to "school
administrative units" ®. School administrative units are clearly defined in 20A
MRSA Chapter 103, subchapter 2 ? and applies only to multi-town School
Administrative Districts (SADs) or Community School Districts (CSDs). According
to the Maine Municipa! Association's own analysis, there are 227 school districts
with just under 199,000 students. Howeaver, only 86 of these districts are SADs or
CSDs (with just over 98,000 students) and, therefore, are governed by the
spending growth limit of the change in pupil count plus inflation.

All other schools have their budget part of their overall town budget and,
therefore, the schools are part of an entire town budget with an inflation plus
population spending grawth limit. These schools therefore have no spending
limit, but instead are line items in an overall town budget with an inflation plus
population growth limit. The law also allows for a voter override provision if
additional spending is desired.

MYTH 5: The Taxpayer Bill of Rights forces 44% of schools to have budget cuts.
10

FACT: The Taxpayer Bill of Rights never requires a budget cut. Of the 227
school districts, 141 (62%) are not SADs or CSDs and, therefore, have no
school-specific spending growth limit. Only 33 (15%), with total student
enrcliment dropping more than 4.5 percent in one year, would potentially be flat
funded under the Taxpayer Bill of Rights growth allowances. All other SADs and
C3Ds have positive spending growth limit, as shown in the table below.

MMA~~ [%of  |ActualFacts:  [%of

Purported School Actual Spending |School
o Limit Districts  jLimits ~~ |Districts

No Limit, School .
Spending Part of N/A 0% 141. 62%
Town Budget. | - I I

Less than 0% (cut)|  101] 4% 0] 0%
0% 0 0% 33 15%

24%] T a1 14%] 17 AL
4-6%) 8 8% 8] 3%

L

P C02%| 45 20%] 21| 9%
- O2%]

[
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Source: Maine Municipal Association, MHPC calculations.

MYTH &: The Maine Taxpayer Bill of Rights requires 35% of towns to have
budget cuts

FACT: The Maine Taxpayer Bill of Rights never requires a budget cut. For
municipalities, the growth allowance is based on the lesser of the change in
property assessments or the change in population plus inflation. However, the
change in property assessments is only in effect when a town performs a
comprehensive revaluation. As a result, in the vast majority of cases, towns can
expect their growth allowance to be based on the change in population plus
inflation. In the rare case of a decline in assessments or population that is greater
than the rate of inflation, the town would be allowed to flat-fund in that vear. The
law also allows for a voter override provision if additional spending is desired.

Maing‘if‘ggfﬁayér Bill of'RigI"l'tsg “Maine Municipal | [ Actual Growth| %'
Municipal Growth Allowance: Association’ : Allowance | -
o 0%  72j38%)  NA[NA
| e 1 0% 0] 0%
| 0-2%] 9920%| 0 21 0%

_2a%[ 138,29%|  27787%

. 46%| BB |14%|  187{39%
B 8l2%]  18[4%
__Average Growth Allowance| ~ 067%|NA]  4.01%[N/A

Source: Maine Municipal Association, MHPC calculations.

The Maine Heritage Policy Center is a 501 (¢) 3 nonprofit, nonpartisan research
and educational organization based in Portland, Maine. The Center formulates
and promotes free market, conservative public policies in the areas of economic
growth, fiscal matters, health care, and education - providing solutions that will
benefit all the people of Maine. Contributions to MHPC are tax deductible to the
extent allowed by law,

Material from this document may be copied and distributed with proper citation.

© 2006 The Maine Heritage Policy Center; P. O. Box 7829; F‘ortland, ME 04112
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»  Waeb site: www.mainepolicy.org
« Blog: hitp://blog.mainepolicy.org
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Maine Voters Will Weigh in on TABOR

Pl.lbilShEd The Heartland Institute 04/01/20086
Citizens of Maine will have the chance to limit taxes and spending when
they go to the polls this November 7.

Maine Secretary of State Matthew Dunlap (D) ruled on February 21 that
supporters of a proposal to limit taxes and state and local spending had
submitted the required signatures to place the Act to Create the Taxpayer Bil of
Rights on the ballot. State and national tax groups rate Maine as havmg the
nation's highest combined state and local tax burden.

Mary Adams of Garland, Maine led the petition circulation effort with help from
more than 1,000 volunteers around the state. Adams' group,
TaxpayerBillofRights.com, needed to submit 50,519 signatures of valid Maine

vaters equivalent to 10 percent of the votes cast in the previous gubernatorial
election.

‘Tired of Being Number 1'
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"We're sick and tired of being number 1 in the nation in state and local tax
burden. We're doing something about it," said Adams.

"0On the local level, revenues which exceed the limit will have to be used to
reduce local property taxes; gt the state level, revenues beyond the limit can be
used to reduce existing taxes or as cash rebates,” Adams said in 3 celebratory
statement. "Augusta {Maine's capital] will have to debate how to give us back
money each year instead of trying to figure out how to get it away from us!”

Adams is a seasoned veteran of the Maine citizen's initiative process. In the mid-
1970s, she led a statewide vote that repealed the uniform property tax. The
victory made her a fixture in Maine politics and brought national attention,
including a feature on the national newsmagazine show "60 Minutas."

The proposed bill of rights s a tax and expenditure limitation (TEL) that would
statutorily restrict the growth in state and local government spending to a certain
gconomic indicator. In 1973, under Gov. Ronald Reagan, California passed the
first TEL. Twenty-eight other states have subsequently passed similar legislation.

'Status Quo Vs. Prosperity'

"The referendum will boil down to a fundamental debate on the future of this
great state,” said Bili Becker, president and CEO of the Maine Heritage Policy
Center, which helped draft language for the bill. "The referendum campaign will
be a choice between those who support the status quo versus those who believe
in greater economic prosperity.”

| The ballot question reads in its entirety, "Do you want to limit increases in state
and local government spending to the rate of inflation plus population growth and
to require voter approval for all tax and fee increases?”

The proposed taxpayer's bill of rights (TABOR) would imit the growth in spending
for state, county, municipal, and schoal budgets by tying that growth in spending
to population growth and inflation for governments, and to population growth and
student enrollment for school systems. In addition to establishing a growth
allowance, the TABOR would create a budget stabilization fund that would allow
government spending to remain constant in recessionary times.

"Under the version proposed for Maine, a portion of any revenue raised beyond
the spending limit is placed in budget stabilization funds, also known as 'rainy
day’ funds, with the balance refunded to taxpayers,” Ed Cervone, an analyst for
the Maine Center for Economic Policy, a liberal think tank based in Augusta, told
the Bangor Daily News for a February 22 story.

Teachers, Unions Oppose Reform

Critics of the tax and expenditure limitation, including Gov. John Baldacci (D), the
Maine Municipal Association, Maine AFL-CIO, Maine Center for Economic
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Policy, and Maine Education Association (MEA), contend the proposal is too rigid
and could hamstring government and require drastic cuts in services.

"MEA opposes TABOR," noted Rob Walker, president of the Maine Education
Association, in a statement on the union's Web site, "and anyone who cares
about our students, our programs, and our schools will do likewise."

Adams has said her organization will make TABOR a defining issue in this year's
gubernatorial and |legislative races. Baldacci will face challenges from a
Republican, a Green, and at least one Independent candidate (there are
currently 14 registered gubernatorial candidates). In the legislative races, every
geat in the House of Representatives and Senate is up for re-election. Currently,
Democrats hold a one-seat plurality in the House and a three-seat majority in the
Senate. ‘

3-28-2006

Taxpayer Bill of Rights: Is it?

By Deborah McDermott
dmcdermoti@seacoastonline.com
Complete Maine News Index

The Maine Taxpayer Bill of Rights is a demon or a savior, depending on the
viewpoint of those closely attuned to this tax-cap measure likely to become a
contentious centerpiece of the November elections.

It is a demon, its detractors say, because it is based on a draconian growth
formula, is over cumbersome, is failing in Colorado, the state on which Maine's
initiative is based, and mandates spending limits without providing resolution of
all the social and government programs that would have to be cut as a result.

It is a savior, its supporters say, because it gives power to the people who control
spending, its formula is easy to understand and sets up a system so that
government knows exactly what it's spending cap will be from year to year and,
most importantly, it returns any unexpended revenue directly back to taxpayers’
pockets. Ultimately, they say, it will remove Maine from that ignominious place as
the No. 1 taxed state in the nation.

Complicating matters is the fact that the Legislature last year already enacted a
tax-cap measure, LD 1, which TABOR, as it is called in acronym, would
supersede,

Right now, TABOR is understood by only a small number of analysts and
legislators. Area school superintendents, assessors, selectmen and town
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managers contacted in the past week said they did not know enough about the
measure yet to speak to its merits.

It is also the subject of a lawsuit, over the legality of sighatures turned in to the
secretary of state the day after the deadline. Even if the suit is successful,
defenders say, they'll be back again.

TABOR in a nutshell

TABOR is a citizens' initiative that, if passed, will create a Maine statute. Unlike
its Colorado counterpart, Maine’s TABOR is not being put forth as a
constitutional amendment. Its provisions would cover state, county and local
governments, as well as school units, and all would be obliged to follow its
dictates.

Key provisions of the hill include the following:

O Each year, the government or school unit would start with the previous year's
budget. It then allows the budget to be increased the following year by inflation
as determined by the Consumer Price Index and by the increase in schoaol, town,
county and state population.

1 All facets of the budget would come under TABOR.

O if excess revenue is collected, 20 percent of the amount goes in a budget-
stabilization fund, and the remaining 80 percent in a taxpayer-relief fund. This
money is used differantly at the various levels of government, but all money is
intended to reduce the tax burden,

O There is an override provision that is two-tiered. If the state, county, local or
school unit governments want to spend at a rate greater than allowed, two-thirds
of the governing body (i.e. the Legislature, commissioners, selectmen or council,
or school committee) must vote for the override. After that has happened, the
matter has to go before voters al the next election, and a majority of voters have
to agree with the governing body.

0 This same process must take place if a government wants to accept revenues
in excess of what is budgeted. It must also take place if a government wants to
increase fees. This includes at the local level fees for such things as building
permits, moorings and planning applications.

‘...the psyche of Maine’

The leading proponent of TABOR is Garland resident Mary Adams, who has
~been working for years to see the measure enacted.
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She said she's heard the arguments against TABOR, and she can refute them
all.

O D 1, for example, is strict at the county and local level, but at the state level
caps only general fund spending, nat all spending, she said. And that's what's
needed to get the state’s runaway spending under control, she said.

"We're trying to get government not to spend more than the rate of inflation," she
said. "You can’'t keep outstripping people's income, and that's why we're Na. 1in
the country. You're outstripping people’s ability to pay.”

She also takes exception to people who paint TABOR with the same brush as
the failed Palesky tax initiative of 2004.

"Palesky was quite confusing, so the other side was able to make great inroads.
TABOR is easy to understand and has a built-in generosity that refutes
opponents.”

She said the beauty of TABOR is that government knows from one year to the
next exactly what it can spend. And if it wants more, it has 1o go to the people for
it.

"It makes government get down on its knees and say, 'Please, please, please
give me that money.” When does government ever beg? If's kind of like man
bites dog,” she said with a chuckle.

Bill Becker of the Maine Heritage Policy Center, the author of TABOR, said he
has been "astounded at the fear mongering” among opponents. TABOR, he said,
"merely encourages growth at a responsible rate. We want 10 attract people to
this state, and say, ‘We're friendly, we're open.’ That's not happening now. We
need an entrepreneurial economy with minimal requiation.”

"This is consistent with the psyche of Maine,” Adams said. "We all feel so
overwhelmed by these government entities and in the process we're so awful
small. This gives us a chance."

A disingenuous formula

Within days of the TABOR petition verification, a group that now numbers more
than 100 Maine arganizations formed to fight its passage.

Spearheaded by the Maine Center for Economic Policy, these include such far-
flung groups as AARP-Maine, Dirigo Alliance, the Maine Council of Churches,
the Maine Public Health Association, and the YWCA of Greater Portland.

Their opposition stems from the fact that TABOR mandates tax caps without
providing any mechanism on the other end to deal with its fallout.
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"This targets everything that gets a public dollar,” said Ed Cervone, a policy
analyst with the Maine Center for Econamic Folicy.

And so, he said, when the tax cap is set based on the formula, that means
everything gets cut: positions, roadwork, transportation, social services, health
care, etc.

"When we talk about the rate of inflation (used in the TABOR formula), we talk
about the goods we buy every day. Government doesn’t buy the same things we
do - it buys employees, health care, emergency services.

"What TABOR daes is say, "Yeah," the cost of health care, for instance, is a
problem, but we're not proposing to solve the problem. We're just cutting off the
wallet.”

His concern for the override mechanism is that the "next general referendum or
special election," the language specified in TABOR, could be one with low voter
tumaout, Thus, the override could be held hostage to special interests.

He turns to Colorado, which this year suspended the effects of TABOR for five
years so that fundamental state financial obligations could be met.

"Roads were not being kept up, higher education was taking a large hit. It was
not just the usual suspects. It even caught the eye of the chambers of
commerce," Cervone said. "They wanted to check the growth of government, not

shrink government. We in Maine have a unique opportunity. Just look at
Colorado."

Friday, March 24, 2006

Colo. experience is pitched here
By SUSAN M. COVER ‘
Staff Writer

AUGUSTA -- A former Colorado state senator touted the success of the
Taxpayer Bill of Rights Thursday, the same day a report from a Washington think
tank downplayed its impact in Colorado.

Republican John Andrews is now employed by the Claremont Institute in
Englewood, Colo., as a tax and spending expert.

"It's worked well enough since 1992 that Colorado has consistently been in the
top five or 10 states for attractiveness for business climate," he said during a
meeting with the editorial board of the Kennebec Journal and Morning Sentinel.
"We've had over 11/2 million people vote with their feet to come and live in
Colorado since TABOR was enacted.”
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On the other side, the Center on Budget and Policy Priorities put out a study by
two economists that concludes investments, educated workers and the Rocky
Mountains had more to do with the state's prosperity in the 1990s than the
spending limits.

"With or without TABOR, Colorado's economy would have fared well in the
1920s," the study concluded. "It had perhaps the nation's best-educated
workforce, a great climate, low costs, and a strong public commitment to
education and quality of life."

Voters in Maine may get a chance to weigh in on the proposal in November, if it's
determined that there are enough signatures to put the issue on the ballof. A
Kennebec County Superior Court judge will hear arguments today in a case that
challenges whether Mary Adams of Garland turned in enough signatures on time
to meet the secretary of state's deadline.

- The measure would restrict government budget growth to the increase in inflation
when adjusted for population gains or losses.

If a government wants to spend more than that, it must get support from two-
thirds of ifs governing body -- such as a local board of selectmen -- and approval
from a maiority of voters, said William Becker, executive director of the Maine
Heritage Policy Center,

The measure differs from the one in Colorado in that it requires‘that 20 percent of
any leftover money be put in a rainy day fund and the rest be refunded to
taxpayers.

In Colorado, any money over the spending limit rmust be returned to citizens, a
provision that was put on hold for five years by voters in November. While some
critics of the measure said that shows it has failed, Andrews described it as a
temporary correction that will help the Colorado government recover from the
2001 recession.

The Center on Budget and Policy Priorities study, conducted by Therese J.
McGuire of Northwestern University and Kim Rueben of the Urban Institute,
found that Colorado's spending limits are the most restrictive in the country. More
than 25 states have some form of Tax and Expenditure Limits and Maine, Ohio
and Oklahoma are likely to have the spending limits on their ballots in November.
The report states that the measure "has harmed state services such as education
and health care." It points to statistics that show Colorado spending on K-12
education as a percentage of personal income has dropped from 35th to 49th.
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It also stated that Colarado does not do a good job providing prenatal care for
pregnant women and is the worst in the nation in providing health insurance for
low-income children.

Andrews said Coloradans are more affluent, and therefore spending on
education does not take up as large a percent of their income as it used to.

He said even with the spending limits, the state budget grew from $10 billion in
1999 to $15 billion in 2005, The state did cut higher education and the highway
budget to keep within the spending limits, he said.

But, overall, he believes the Colorado state budget was allowed to grow at a
steady rate.

"That, friends, is not starvation,” he said. "One can argue about what gets
prioritized inside the budget.”

January 12, 2006
TABOR Movement Picks Up Steam

In two dozen states across the country, efforts to enact tax and spending
limits continue.

By: Max Pappas

This op-ed was originally published in Budget & Tax News
on January 1, 2006

Last November, friends and foes of government spending limits had their eyes on
Colorado, hame 1o the nation's strongest Taxpayer's Bill of Rights (TABOR), a
type of tax and expenditure limit (TEL).

While TELs come in many varieties, TABORs (including Colorado's) typically limit
annual increases in government spending to the growth of inflation plus growth in
nopulation. Tax revenue in excess of that amount is to be refunded to taxpayers.

Lawmakers may raise taxes or keep tax refunds only if voters give their approval.

That's what happened in Colorado on November 1, when 52 percent of voters
approved Referendum C, a measure allowing the state to keep the nearly $4
billion in refunds the people were projected to receive over the next five years.

Immediately after the vote, some taxpayer rights advocates lamentad the
outcome and joined TABOR opponents in saying it would be the end of the
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swelling nationwide movement to bring government spending under control.

But in twa dozen states across the country, efforts to enact tax and spending
limits continue.

INITIALLY DISAPOINTED

Colorado state Rep. Joe Stengel (R-Littleton), a strong supporter of TABOR, was
s0 disappointed in the November vote he claimed TABOR was "as good as
dead." The Associated Press quoted Douglas Bruce, the taxpayer rights
advocate who championed the TABOR measure in 1992, as saying, "The
establishment is going to say we had 13 years of experience with spending limits
and we changed our minds. I'm sorry for their sake and I'm sorry for our sake."”

Taxpayer rights opponents chimed in. Kansas' Gov, Kathleen Sebelius (D) was
quoted in the November 3 issue of the Lawrence Journal-World as saying the
Colorado vote sent a strong message from people with "real life expearience" with
TABOR that "it doesn't work. ... | think what people are saying is we would rather
spend money on important services than watch them be decimated.”

MoveOn.org, the left-wing group financed by billionaire investment manager
George Soros, proclaimed "Victory!" on its Web site after passage of
Referendum C.

TABOR SUPPORTERS .REGRDUP

But opponents of the TEL movement may have started celebrating too early.
John Caldara, president of the Colorado-based Independence Institute and a
leading proponent of TABOR, said, "We lost a small battle,” but "this is a war
that's not over.”

Jeff Schoepke, tax and corporate policy director for Wisconsin Manufacturers
and Commerce, wasn't buying the left's spin either. Wisconsin is one of the
states with a strong TABOR movement.

"Big-government advocates have been spinning the results of recent referenda in
Colorado as the death of the Taxpayer's Bill of Rights (TABOR). ... Don't believe
the spin," Schoepke said.

"TABOR has had the real positive economic impacts predicted by supporters,”
Schoepke pointed out. "Eight years before Colorado voters enacted the
Taxpayer's Bill of Rights, the state ranked 43rd nationally in median family
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income growth, but now it ranks seventh. Before TABOR, Colorado ranked 33rd
nationally in job growth. It now ranks sixth. Before TABOR, Colorado ranked 43rd
nationally in economic growth per capita, and since then it ranks seventh.”

PENNSYLVANIA MOVES FORWARD

Such facts may have led the Pennsylvania House and Senate to move forward
with their TABOR plans. The day after Coloradans voted ta forgo their TABOR
tax rebates, the Pennsylvania House voted to give the state's voters a statutory
Taxpayer's Bill of Rights. The Pennsylvania Senate later passed the same bill,
which awaits the governor's signature.

The Pennsylvania Senate also passed a hill that would enshrine TABOR in the
state constitution. House members were expected to vote on that measure in
mid-December. To go into effect, the Canstitutional amendment bill must pass
both houses of the legislature in two consecutive years. If it passes the House
this year and again in both houses of tha legislature early enough in 2006, it will
be placed on the November 2006 ballot as a referendum.

OWENS REITERATES TABOR SUPPORT

Colorado's Republican governor, Bill Owens, who supported Referendum C while
maintaining he still supports TABOR, said in a November 16 guest commentary
for the Commonwealth Foundation for Public Policy Alternatives he was pleased
to see the progress TABOR is making in Pennsylvania.

"As Pennsylvania policymakers consider limiting the growth of government
spending, some Pennsylvanians may be under the impression that the
government spending cap in Colorado--our Taxpayer Bill of Rights—is dead. To
paraphrase Mark Twain, the reports of its demise are greatly exaggerated,”
Owens wrote.

Owens added, "In our November 1 election, Colorado voters fixed a glitch in the
spending cap law; they didn't overturn it, as some reports might have you
believe. ... | believe that a majority of Coloradans support the law, and when the
election dust settles, other states will see how well spendmg caps can work and
more will adopt them.”

OKLAHOMA SUPPORT STRONG



12/87/2886 17:31 ZATZEVETVS ETHICS COMMISSION PA4SE  4B/B3

Voters in Oklahoma indicate strong support for spending caps. The Qklahoma
Council of Public Affairs reported a statewide telephone survey of 500 registered
voters was conducted in late November by Cole Hargrave Snodgrass &
Associates. Voters were asked whether they supported "an amendment to our
state constitution that would restrict the rate of growth in government spending to
no more than the rate of inflation plus the rate of population growth.” The poll
found 74 percent in favor, with just 17 percent opposed and 9 percent undecided.

With Oklahomans apparently unfazed by the anti-TABOR spin of the Colorado
vote, state Sen. Randy Brogdon (R-Owasso) saw no reason to cancel his plans
1o collect the signatures necessary to bring TABOR to the people for a vote.

"The Taxpayer's Bill of Rights is a true friend of taxpayers, a fuel for the
economy, and it's the enemy of the bureaucrats and the big spenders," said
Brogdon, who drives home his message by making appearances with a replica of
an 800-pound pig and using a Web site, http://www.stoptheporkok.com, to
promote fiscal responsibility.

MAINE HAS MOMENTUM

Momentum for TABOR alsg continues in Maine, which joins Oklahoma,
Pennsylvania, and more than 20 other states where advocates are pursuing
enactment of a TABOR. Bill Becker, executive director of the Maine Heritage
Policy Center, was unfazed by Colorado's vote. Becker is helping lead the charge

for the statutory Taxpaver's Bill of Rights that will likely be on the ballot in Maine
in November 20086,

"The Coloradg vote is proof that TABOR works,” Becker said. "TABOR allows the
peopie paving the bills, not politicians, to have the final say in exceeding tax and
spending limits."

Maine citizens shoulder the highest combined state and local tax burden in the
nation, with an average rate of 13 percent of income, according to the Tax
Foundation. Colorado has one of the nation’s lightest tax burdens, ranking 44th in
the nation at a rate of 9.2 percent of income.

The Small Business Survival Index 2005, published by the Small Business &
Entrepreneurship Council, shows Colorado as having one of the nation's best
business environments--and Maine nearly the worst. Colorado ranks 10th and
Maine 48th. Only California and the District of Columbia have worse business
environments, according to the Survival Index.

WORK CONTINUES
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Becker and other supporters of the Maine TABOR believe Colorado's TABOR is
a big reason for Colorado's far superior rankings, and they further believe Maine
will likewise benefit if it enacts a TABOR.

Cameron Sholty, the Wisconsin FreedomWorks state director who aiso worked in
Colorado to organize opposition to Referendum C, is fighting for a TABOR for his
fellow Wisconsinites.

"Good policy is good politics, and TABOR is good policy,” Sholty said. "But
meaningful reform takes a long time. The fact that the movement to limit out-of-
control spending in the states has grown from Douglas Bruce passing TABOR in
Colorado [in 1992], to over 20 states looking at it today, says a lot, It says the
people want mare control over their tax dollars, and they are going to keep
fighting until they get it."
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Maine View

Fublished by The Maine Meritage Policy Center

Vol. 4, Issue No. 5 A Taxpayer Bill of Rights: May 5, 2006

The Cure for Maine’s High Taxes
by J. Scott Moody, M.A.
An Act to Create o Taxpayer Bill of Rights will be on the November 2006 Maine ballot. Voters will decide whether or not to

reign in state and local govermnmental spending by enacting a predetermined growth allowance. From a tax perspective, this
restraint is important beeanse spending is the locomotive for the tax train. In other words, spending determines taxes.

Analyses show that Maine’s level of taxation has reached unsustainable heighta, As apercent of income, not only wete
Maine’s state and local government tax collections 2 whopping 24.2 percent higher than the national average in FY 2002, but
the trend-line shows a widening disparity between Maine and the national average.

This study examines how the Maine Taxpayer Bill of Rights will arrest, and then reverse, the climb of taxes in Maine over the
next 15 years up to 2021, The study assumes that the Maine Taxpayer Bill of Rights goes inte effect in FY 2008; is enacted
per the exact wording of the ballot initiative; that the growth allowances are not changed; and that other major factors, such as
social, economic and govermment, remain constant. Key findings include:

+ Maine's state and local taxes as a percent of personal income are at such a high level that, even under the Maine Taxpayer
Eill of Rights, Maine's taxes will not fall to the national average (11).3 percent of personal income) until FY 2021,

# Maine's ranking of state and local taxes as a percent of personal income will fall under the Mame Taxpayer Bill of Rights to
number 19 by FY 2021 from number 2 in FY 2006.

* Maine’s state and local tax collections grow from approximately $5.6 billion in FY 2006 to $3.7 billion in FY 2021—an
average annual increase of nearly $207 million (3.5 percent),

» High tax states, such as Maine, are at a great competitive econormic disadvantage vis-a-vis their peer states. [1]

= Maine's municipalities collectively grow almost 363 million per year (2.7 percent) between FY 2008 and FY 202 1—almost
$39 million (2.8 percent) for education and over $24 million (2.5 percent) for all other local spending.

» This sl:;:dg g;.testions LD 1°s ahility to meet the statutory provision to lower Maine’s tax burden rank to the middle 1/3 of all
states by 2015,

Chart 1
Maine's State and Local Tax Collections as a Fercent of Personal Income
State Fizcal Years 1958 to 2021
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What is the Maine Taxpayer Bill of Rights?

The Maine Taxpayer Bill of Rights ineludes both spending and
tax growth allowances based on a well defined formulza.[2] A
pottion of gurplus tax collections above the srawth allowance
are diverted to a budget stabilization fund (20 percent) and the
remnainder {80 pereent) 1s returned to the taxpayers as either a
tax rebate, or a reduction in tax rates.

The state govermiment growth allowance is based on the change
in state population plos the inflation rate, determined by the
Consumer Price Index (CPT). The growth allowances for local
governments are caloulated under two separate formulas.

Firgt, the school budget growth allowance is determined by
taking the percent change in school enrolliment and adding that
rumber to the inflatien rate. The second half of the municipal
spending growth equation is determined by taking the lesset-of
gither the percent change in property valuations, or the percent
change in population, and adding that amount to the inflation
rate.

Basically, the growth allowance ensures that government
grows as the same rate as the population it 1s serving, at a state,
local or schoal level, plus the rate of inflation,

Exceeding the growth allowance requires a two-thirds majority
vote of the governing body and a majority vote of the citizens.
Additionally, the Maine Taxpayer Bill of Rights requires any
tax increase to meet the same voting requirements. This dis-
tinction is important. For example, suppose the state is facing
a growth allowance of 3 percent and tax revenue growth of 5
percent. If lawmakers wanted to spend all 5 percent, they
would be required to vote a single time, according to the 2/3
supermajority voting provision, and then the increase must gain
a majority vote of the citizens. However, suppose the growth
allowance and tax revenue growth were both at 3 percent, but
lawmakers want to spend 5 percent, requiring a tax increase to
raise the additional revenue. In this case, the governing body
would have to meet two 2/3 supermajority votes and two ma-
Jority votes of the citizens-—once to exceed the growth allgw-
ance, and another in order to raise taxes. Both votes conld oc-
cur on the same ballot.

The budget stabilization fund was designed to meet the rare
circumstances when tax revenue falls below the growth allow-
ance. Funds can be transferred from the budget stabilization
fund to offset a shortfall in tax revenue. For example, suppose
the state is facing a shortfall of $100 million brought on hy the
growth allowance armoumnting to 3 percent and tax reveoue
growth of -1 percent. The $100 million could be transferred
from the budget stabilization fund to meet the shortfall. The
budget stabilization fund provides policymakers with another
policy alternative to raising taxes in order to meet revenue
shortfalls. This mechanism is an improvement over previous
versions of the Taxpayer Bill of Rights such as the onte in

Colorado.
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Maine’s State and Local Tax Collections under the Maine
Taxpayer Bill of Rights

Assurning current trends in tax collections hold, the leve] of
taxation will continue to rise as a percent of Mainer's personal
income, as shown i Chart 1. The enactrment of the Maine
Taxpayer Bill of Rights will reverse this ominous trend.

In order to forecast the tax impact of the Maine Taxpayer Bill
of Rights, a number of assumptions are necessary: the Maine
Taxpayer Bill of Rights will be in effect in FY 2008, be en-
acted per the exact wording of the ballot initiative; that the
growth allowances will not be changed; and that majn factors,
stich ag social, economic and government, remain constant,

Table 1 shows the historical growth in S&L tax collections as a
percent of income from FY 1858 10 FY 2002. The average
annual prowth rate of S&L tax collections as a percent of in-
come was (0.6 percent. Resulting from this prowth, S&L tax
collections as a percent of income grew 33 percent—to 12.8
percent in FY 2002 from 9.6 percent in FY 1958,

Table 2 shows the forecasted growth in S&L tax collections as
a percent of income from FY 2003 to FY 2021 under the
Maine Taxpayer Bill of Rights. As a result of reasonable
growth allowances, the average annual growth rate of S&1 tax
collections as a percent of income will be -1.] percent. S&L
tax collections as a pereent of income will shrink 18.9 per-
cont— to 10,3 percent in FY 2021 from 12.7 percent n FY
2003—causing Maine to reach the current national average
for the first time since FY 1977, a hiatus of 44 years.

Chart 2 shows the annual change of nomminal S&L tax collec-
tions. Between FY 1958 and FY 2002, the average annual
growth rate of S&L nominal tax collections was 8.1 percent.
However, with the Maine Taxpayer Bill of Rights, the average
annual growth rate of S&L nominal tax colleetions between FY
2003 and FY 2021 is a much reduced 3.5 percent. Even with
the lower growth rate, this growth translates into an average of

nearly 3207 million in additional state and lpca) spending
PET_Year.

Maine’s State and Local Tax Rank under the Taxpayer Bill
of Rights

Usmg data from the U.S. Census Bureau and Bureau of Eco-
notnie Analysis, Chart 3 plots Maine's S&L tax collections az a
percent of income ranked against the other 49 states. In FY
1998, Maine tock the dubious distinetion of having the highest
level of taxation in the nation. Since FY 1998, Maine has not
fared any better, settling into the number 2 spot year after year.

FPage 2

P&sSE 49763



12/87/2886 17:31 ZATZEVETVS ETHICS COMMISSION P&4SE BRSE3

Vol. 4, Issue No. 5 The Maine View ay 5. 2006
Table 1
Maine's Historical State and Local Tax Collections
State Fiscal Years 1938 - 2002
Dollars in Thousands
National State Statc and Local State Local
State Fiscal ggﬁ;;;;ﬂs‘];iﬂ Year-ovet- | Percent of Year-over- [ Parcent of Yearsover= | Percent of
Yoar Percert of Por. Total [car Poroeny  Porsonal Rank Tuotal Year Per- | Personal Total Ycer Fer- | Porsonal
sonal neame Growth Income cent Growth(  Incama cent Growth)  Tncome
1058% 8.4% $157.662 0.6% 13 578762 4.8% BTE,500 4.8%
1959 8.6% £162,265 2.9% 9.5% 19 581,165 3.01% 4. 7% ER1,100 2.8% 4,7%
1960* 9.0% $18R 429 16, 1% 10.5% 9 586,920 7.0% 4,3% 510,500 25.2% 5.8%
1961 9.3% $182,173 -3.3% 9.8% 20 300,073 3.6% 4.8% F9Z2,100 9.3% 4.9%
1962 9.5% $191,337 3.0 10,0% L& 593,387 3.7% 4.9% 597,950 5.4% 5.1%
1963 9.5% $201.574 5.4% 10.2% 15 597,774 4. 7% 4.59% $103,800 5.0% 5.2%
1964 9. 7% £213.867 5.1% 10.2% 19 £109,667 12.2% 5.2% 104,200 0.4% 5.0%
1865 9.7% $231.535 8.3% 10.2% 19 5117735 7.4% 5.2% 5113,800 0.2% 5.0%
1966 3.9% 247,788 7.5% 11.2% 23 $127.988 R7% 3.3% $120,300 5.2% 5.0%
1967 9,9% $257.424 3.5% 10.0% 24 §132,524 3.5% 5.0% §124,000 3.4% 4.8%
1962 110.0% 5270,545 5.1% 9.9% 25 $144.i45 10.3% . 5.3% $124 400 4% 4.6%
1959% 10.4%4 301,321 11.4% 10.2% 26 F158,221 8.3% 5.3% 5143,100 153.0% 4 2%
1970 10.9% 377,715 25.4% 11.6% 14 $207.615 31.2% 6.4% §170,100 18.9% 52%
1971 11.0% $415 650 10.0% 11.8% 12 $232,150 11.3% 6.6% F183,500 7.5 5.3%
1972 11.5% $433.959 1h.4% 12.7% 7 276,450 19.1% 7.2% 5207300 13.1% 54%
1973% 11.6% §328,745 9,3% 12.4% 7 $303 645 2.3% 7.1% $225.100 3.5% 5.3%
1074% 11.3% $625.547 18.3% 13.1% 4 5336,347 10.8% T0% $289.200 28.5% G.1%
1975 11.1% #605,113 =3.3% 11.6% 9 $369,015 9.7% 71% £236,100 =1%.4% 4.5%
1976 11.2% F718.465 18.7% 12.4% S $530,565 43.8% 9.1% R187,900 ~20.4% 3.2%
1977 17.4% $716.522 40.3% 11.0% 19 468,462 -11.7% T 248,060 32.0% 3.8%
1978 11.2% §R820.676 15.4% 11.6% 13 527,396 12.6% T.4% 5209.280 20.6% 4.2%,
1979 10.6% FR75.057 5.9% 11.1% 17 $553.769 5.0% 7.0% 321,233 7.4% 4.1%
1930* 10.3% $963,543 10,3% 10.8% 12 619,160 11.8% 7.0% £346,383 7.8% 3.9%
1981* 10.0% 51062612 10.1% 10.7% 13 5674316 8.9% 6.8% F3R3,290 12.1% 3.0%
1982 10.0% $1,152 869 8.5% 10.6% 13 727,979 8.0% 6. 7% $424,590 9.4% 3.9%
1973 10.0% §1,240,012 7.6% 10.6% 12 §730,052 7.2% 6. 7% $459.960 B.3% 3.9%
1984 10.3% RL.420,338 14.6% 11.1% 12 $920273 T12.0% T.2% £500,265 880 2.9%
1985 10.3% $1,545,32% 8.8% 1L.0% 12 H51,0052146 9.2% T.2% 5540112 8.0% 1.8%
1936 10.4% 1,659,782 T A% 10.9% 12 §1.101,3281 9.6% 7.2% F558.401 14% 3.7%
1987 10.6% $1.931,357 16.4% 11.7% 7 F1.288.480 ) 17.0% 7.8% 3642 877 15.1% 3.9%
1988 10.7% $2207 217 14.3% 12.2% i} $1,505,823 16.3% 8.3% 5701,694 2.1% 3.9%
1982 10.6% $2.385,169 8.1% 12.1% 5 $1,590,423 3.6% 3.1% 5794746 13.3% 4.8
1900% 10.6% 52,423,966 1.6% 11.6% 4 £1,560,360 B 7.3% £863,097 3.6% 4.1%
99 10.6% 52,510,360 1.6% 11.7% 9 1,558,231 029 7.2% 5952129 10.3% 4.4%5
1962 10.8% 52,707,735 T.9% 12.2% f 51,670 488 7.2% 7.5% 31,037,247 8.9% 4.7%
1993 [0.9% $2.824 306 4.3% 12.3% 7 $1,763,941 3.6% 7.7% 51,060,865 2.3% 4.6%
1994 [1.0% 52,914,862 3.2% 12.3% B $1,764 588 0.0% 7.5% £1.150,274 8.4%, 4.9%
1995 [1.0% 33,060,691 5.0 12.5% 5 51,512,574 27% | 74% 51,248,117 8.5% 5.1%
1994 10.9% $3,231,393 5.6% 12.5% 5 $1,896,564 4.5% T A% F1,334,829 6.9% 5.2%
1997 10.8% $3.554,711 10.0% 13.1% 3 $2,019.491 5% 7450 §1,535.220 15.0% 3.7%
1998 10.8% $4,012,318 12.9% 13.9% 1 52,369,820 17.3% 82% [ $1,642,498 7.0% 5.7%
1999 10.7% §$4,082,369 1.7% 13.4% 2 52,540,581 7.3% 8.4% $1.541 788 -05.1% 51%
2000 10.8% $4.262.142 4.4% 13.3% 2 52,661,080 4.7% 23% £1,601,062 3 8% 50%
2001* 10.7% 4420465 3.7% 12.9% 2 $2,668,938 0.3% 7.8% £1,751,527 9.4% 5.1%
2002 10.3% 4,541,148 2. 7% 12.8%% 2 H2626.830|  -1.6% 744 51214316 2,3% 54%
Mverapge =
Annual
Increase 0.3% 597411 1.8% 0.6% - 36,624 B.1% i.0% 540,787 7.3% 1.3%
Note: "*" on year denotes recoesionary quarter(s),
Source: Censys Bureau, Bureau of Economic Analysis, MHPC Calculations,
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Chart 2
State and Local Tax Collections Under the Maine Taxpayer Bill of Rights
State Fiscal Years 1958 to 2021
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Table 2
Mainc's Projected State and Local Tax Collections Under the Maine Taxpayer Bill of Rights (Effective FY 2008)
State Fiscal Years 2002 - 2021
Dollars in Thousands
Goal: National State and Loeal State (b) Local
State angd Local v ¥ ¥
. Tax Collections - RAT-OVEr-| 5 t of car-over- | o f CATIVET- | o et of
Statc Fiscal ¥ _ | Percent o _ ereent o : . ETCENt O
© HIRcA] YORT | o a Percent of Total Year Per Personal Fank Total Year Per Personal Total ear I:er Fersonal
Personal Tn- eest Income cent [ncome een Income
come {a) Growth Growth Srowth
2003p 10.3% $4,733,224 4,2% 12.7% 2 $2,607275| 2.7% 72% [$2.035949 G4% 5.5%
2004p 10.3% | $5,035982 6.4% 12.7% 2 52,896,759 7.4% - 7.3%  |§2,139,223 5 1% 54%
2005p 10.3% $5,335,404 5.9% £2.9% z 53,071,161 5.0% 7A4% $2,264,243 5.8% 5.5%
2006p 10,3% $5,552,959 4,1% [2.8% 2 53,245,056 5.7% 7.5%  [$2,307.903 1.9% 53u
2007p 10,3% $5.739.537 3.4% 12.7% 2 $3,360,252 3.0% 74% [$2.370.256] 3.1% 5.3%
2008 (TAROR) |~ 10.3% $5,884.431 2.5% 12.4% 2 53,473,838 34% 7.3%  ($2,410,593 1.3% 51%
2009 (TABQR) 10,3% 56,038,690 2.6% 12.2% 2z $3,590,515 4% 7.3% $2.448,174 1.6% 4.9%
2010 (TAROR) 10,.3% F5,201,968 2% 12.0% 2 F3, 710,596 3.3% 7.2% $2.491,372 1.8% 4.8%
2001 (TABOR) 10.3% 36,375,873 2.8% 11.8% 4 $3,833,837 3.3% 7.0% (82,542,036 2.0% 4,7%
2012 (TABOR)Y 10.3% $6,562,002 2.5 11.6% 4 $3.060,218] 33% 7.0% (82,602,774 2.4% 4,6%
2013 (TABOR)Y 10.3% 56,760,998 1.0% 11.53% B3 4,080,600 33w 6.9% [B2,671,389]  2.6% 4.5%
2014 (TABOR) 10.3% 56,967,271 3.1% 10,3% 5 4221870 3.2% 6.8%  [32,745401 2.8% 4.5%
M3 (TABOR) 10,244 $7.185,527 3.1% 11.1% 6 34,356,901 3.2% 6.8% [32,828.626 30% 4.4%
2016 {TABOR) 10.3% 57,415,487 3.2% 11.0% G 54,494,802 3.2% 6.7% (52,920,694 3.304 4.3%
2017 {TABOR) 10.3% $7,653,133 3.2% 10.9% 12 54.635.280) 3.1% 6.0% 53,017.834] 3.3% 4.3%
2018 (TABOR) 10,3945 $£7,896,745 3.2 10.7% 12 54,778,263 3.1% 6.5% 33, 118482 3.3% 4. 2%
2019 (TABOR) 10.3% 538,146,167 32% 10.6% 13 54923550 3.0% 6.4% 3222518 3.3% 4.2%
2020 (TABOR) 10.3% $3.401,639 31% 100.5% 16 $5071,306] 3.0% 6.3%  [$3330.333] 3.3% 4.1%
2021 (TABOR) 10.3% 58,603,787 3.1% 10.3% 19 $5221.486]  3.0% 0.2%  [§3.443 301 3.4% 4,1%
Average Antual
]nfrme ! - $206,372 3.5% L% - §132.853 | 37% 0.8% | s74me [ 3w -1.5%
a) Held congtant,
() State Tax Collections fot FY 2003, 2004 and 2005 are actual not projected.
Source; Census Purcau, Bureaw of Ecotornic Analysis, MHPC Calculations.
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Associate at Syracuse University concluded that:

Maine’s S&1. tax callections as a percent of personat in-

come are so far above the national averace that Maine’s “This review of the literature sugpests that taxes have
rankings do not appreciably change n the Taxpaver a small, statistically significant effect on interregional
Eill of Rights wontil after 2017, In fact, in FY 2002 there is an location behavior. The suggested estimate of the in-
& percent gap between number 2 ranked Maine and the number terregional clasticity is -0.2. However, all elasticity

3 and 4 ranked states Wyoming and Hawaii. The percentage estimates must be viewed in context of the state and
gap widens to a 17 percent gap from number 10 ranked state its fiscal position vis-a-vis other states. The effect of
New Mexico, and a 26 percent sap from number 23 ranked a specific state’s taxes depends not only on elasticity,
Arizona. : but also on the extent to which the state’s overal]

(state and lgeal) tax levels are significantly different
from the average of the states it competes against. A
Large deviation from the average tax level, multiplied
by the tax elasticity, will yield o lorge, location, em-
ployment and investment effect.” [1] (emphasis
added) '

As a result, Maine does pot start significantly falling in the
rankings until the tenth year under the Maine Taxpayer Bill of
Rights. In FY 2017 Maine's ranking will fall modestly to
number 12 from number 6. As Maine starts to close in on the
national average, movement in the rankings become more gig-
nificant. By FY 2021, Maine sheds another 7 places to rank at
number 19. Maine’s business and economic climate is seriously handi-
capped with S&L 1ax collections as a percent of personal in-
cotne 24,2 percent above the pational average in FY 2002—
second only to New York's 27.2 percent above the national

Tn his extensive teview of the academnic literature on taxation  average. Following Wasylenko's conclusion, Maine is leaving
and economic development, Professor Michael Wasylenko, a lot of cconomic development money on the table. The Maine
Professor of Economics, Senior Associate Dean for Academic  Taxpayer Bill of Rights will put Maine on a path of sustaimed
Administration for the Maxwell School, CPR Senior Research  teduction in tax levels, The Maine Taxpayer Bill of Rights is
an important, and effective, economic development tool. For

The Maine Taxpaver Bill of Rights is Economic Develop-
ment ‘

Chart 3
Maine's State and Local Tax Rank Under the Maine Taxpayer Bill of Rights
State Fiscal Years 1958 to 2021
. State Fizcal Yenr
1958 1964 1972 1976 L9816 1993 2000 . 2007p 2014p 2021
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Maine taxpayers this not anly means lower tax hills, but
also higher incomes and more jobs.

To put Maine’s high level of taxation in perspective, Chart 4
and Chart 5 plot the deviation of the 50 states from the national
average. Chart 4 shows the distribution of states in FY 2002
with the national average at 10.3 percent—states to the night
are above the national average while states to the left are below
the national average. New Yorl has the largest deviation at 2.8
percentage points above the national average (27.2 percent)
while Maine is close behind at 2.5 percentage points above the
national average (24.2 percent) percent. On the {lip side, Ten-
nessee has the largest deviation at 2 percentage points below
the national average (-19.4 percent) with Maine’s neighbor,
New Hampshire, close bhehind at 1.9 percentage points below
the national average (-18.4 percent).

However, as shown in Chart 5, the national average of S&L tax
collections as a percent of income is a moving target. Chart 5
compares the distribution of states around the national average
m FY 1958 and FY 2002, Since FY 1958, the national average
increased by 22.6 percent to 10.3 pereent from 8.4 percent.
Although many today would view a state like New FHamyp-
shire’s level of taxation as extremely low at 8.4 pereent, in FY
1958, New Harnpshire would have merely been at the national
average. [n FY 1958, the state with the lowest level of taxation
was Delaware at 6.1 pereent—New Hampshire was at 7.9 per-
cent. On the other hand, in FY 1958, Vermont had the highest
level of taxation at 11.7 percent. In FY 1938, Maine was much
closer, though still higher than the national average, at 9.6 per-
cent.

Finally, Chart 5 may provide an answer for why the academic
literature, as reviewed by Dr. Wasylenko, has such a tough
time finding large tax effects on the economy—state tax com-
petition, In FY 1938, there were 26 states within a 1 percent-
age point deviation (plus or minus) from the national average,
In FY 2002, there were 38 states within a 1 percentage point
deviation (plus or minus) from the national average—an in-
erease of 46 percent. Such a large clustering of states is evi-
dence that policymakers are aware that taxes matter 1o cco-
nomic development. And that being a high tax outlier state,
such as Maine, is a serious concemn.

Counties and Municipalities under the Maine Taxpayer Bill
of Rights

Table 4 shows the growth allowances by county under the
Maine Taxpayer Bill of Rights. Since counties are primarily
finded by municipalities, the county summaries shown atre the
summation of municipal growth allowances. Due to space
cotistraints, municipal summaries are not inciuded in the
printed report. However, they are posted on the Maine Heri-
tage Policy Center's website: www.maingpolicy, org.

Tablc 4 shows that Maine's local governments will eurnula-
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tively have a nominal growth allowancee of nearly $63 million
per vear (2.7 percent average growth ratg) between FY 2008
and FY 2021. Thiz prowth allowance breaks down to nearly
839 million per vear (2.8 percent average growth rate) for edu-
catiom and over $24 million (2.5 pereent average growth rate)
for all other local spending,

However, at the municipal level there is 2 much greater vari-
ance of growth allowances ranging from the 195 municipalities
that will see an average annual growth allowance greater than 3
percent, to the 14 mumicipalities that will have an average an-
nual growth allowance less than -3 percent. Overall, 440 mu-
nicipalities will have a positive average annual growth allow-
ance (representing 96.3 percent of the population in 2006), and
48 municipalities will have a negative averape annual growth
allowance (representing 3.7 percent of the population in 2006).

The municipal average annual prowth allowances are shown
geographically in Map 1. Those municipalities with the high-
est positive annual growth allowances (greater than 3 percent)
are predominantly located in the southwestern part of the state
(south and west of Augusta). On the other hand, those rmumniei-
palities with tnost negative annua) growth allowance (below -3
percent) are predominantly located in the northeastetn part of
the state (north and east of Augusta).

Naturally, many of the differences in growth allowances result
from Maine's extreme demographic challenpes—especially the
internial popiilation migration away from the economically
struggling north to the more econormically vibrant south, and
the state-wide drop in school enrollments. The demographic
shifts highlight the need for the Maine Taxpayer Bill of Rights
as it will force local governments to reexamine and reduce

“their current level of spending and taxation. Tn the long run,

the lewer level of taxation will bring businesses and people
back. Tn contrast, the status quo will only lead to the creation
of ghost towns—for example, Centerville deorganized in 2004,

LI 1 versus the Maine Taxpayer Bill of Rights
FromLD 1:

"It is the goal and policy of the State that by
2015 the State's total state and local e bur-
den be ranked in the middle 1/3 of all states,
as determined by the United States Census
Bureau's most recent 1ax burden analysis,
adjusted By the assessor to reflect the Stare's
untigue expenditure tox relief programs. " [3]

This analysis casts doubt that LD 1 will be able to fulfill its
statutory duty of lowering Maine's state and local tax burden to
the “middle 1/3 of all states™ by 2015 for several teasons:

1. The level of taxation to be considered “in the middle
1/3 of all states” in FY 2002 began at 10.3 percent—
Confinned on page 13.
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Chart 4
Absolute Deviation from Average and Total State and Local Tax Collections as Percent of Personal
Tncome
State Fiscal Year 2002
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Map 1

The Maine Taxpayer Bill of Rights Projected
Average Growth Allowances by Municipality
State Fiscal Years 2008 to 2021
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Tahle 4
The Taxpayer Bill of Rights Growth Allowances by County
Htate Fiscal Years 2008 to 2021
Diollars in Millions
2008 | 2000 | zote | 2011 | 2012 | zond | 2004 | 2015 | 2016 | 2017 | 2008 | 2009 [ 2020 | 2021 ﬁ‘;;ﬁ:
Change In Total
Taxes Paid: s2.248 $2.516 $2,757 $3,129 83,504 $3.087 £4.207 84704 $5,00¢ $5325 $A4RH 85648 55822 £6,023 54,330
Change in Taxes Paid
5. [for "Raucation": 5478 5725 sos3 §1.3200 $1,780] 52,160 52470 $2.878 $3,.27)] $3,504 53668 53240 54021 £4210 §2.521
-‘é {"hange in Taxes Paid AJ
= lfor "Other”: FL767 51,780 $1.794) B1R04 $1,804 51,822 S].BZZGl 51,825 51824 §1.821] 1815 51,808 $£1.301 $1,31% 180§
% Peroent Change in
o [Total Taxcs Paid: 1.6% 1.3%{ 1.8% 2.2% 24 7ol 2.8% 2ooe  3any e 3w dang A% 3% 2.6%
?} Pereent Change in
% [Taxes Paid for
" Education™: 7w g L4 10wl zame o 30w 3 3R 4% 42% 42%  43%  4.3%  43%  3.I%
Pocrecnt Change in
Taxes Paid for
"Other: 25% 250 24w 24w 2.3%e 2% Zoael 22wl 2w 2% 20w 2.0%  199% 1.8% 22%
IChange in Total _
Taxes Pard: -5234  -5130 35 5337 8701 $966 31038 $1.2010 $1.538 603 $1,641 SE748 E1.819 $1.909 £1.017
Change in Taxcs Paid
for "Education”: £337 3297 51090 8197 8465  £835 5309 51,005 £1.347 51419 51499 1,578 BLESR 51,747 5RO
; KChange it Taxes Paid
8 far "Other's U500 RL47 51‘441 $140  s13@ %130l §134]  $19¢ K19y FIRA §1750  R1GH §185  $138  §I58
@ Percent Change in
8 [Total Taxes Paid: -0.A%  0.2%(  0.1% 0.3% L% .39 L.6% ol 2.3% 239 2.3%  24% 249 2.5% L4
= IPcregnt Change in
[Taxes Paid for
'Education”: ~1.0%]  -0.8% -ﬂ.3%‘ 0.5% 1.5% 2.2%| 2.4% 2.8% 3.4% 3.4‘}4 3.5‘}{1 3.6% 305  A.7%  2.0%
Percent Change in
ITaxcs Paid for ‘
"Other": 05%  0.5% 0.5% 0.5% 050  0.5%| 0.5%  0.7%  0.7%4  0.6% 0.6%  0.6%  0.5%  05%  0.0%
Change it Total
Taxcs Paid: $10,213( 511,985 $12,928 514,762 517,138 518,803 $20,6506( $22,751) 524,678 $26,32¢ 527,246 MR,IGJ‘ $20,129 $20,231{ 521,072
Chanpe in Taxes Paid
ffor "Education™; %3087 54.69% $5.463 57,141 59360 $10.876 £12.600 514,597 516,432 $18.006 518,574 519,788 520,748 $21.758 §13,102
2 Change in Taxes Paid
%t’or“@ther": BT.i18 %7284 $746l) $7.610 $7.7TEJ $7,977) 58,054 %8155 £R248 %8320, $8,371 $8374 $R,281 58473 57470
i [Percent Change in ‘
& [Total Taxes Paid: Lol zam| 2304 2sed 200 20 320 35w 36 37 3w 37W 37w a7 31%
& E‘_&mem Change in
= |Taxes Faid for ‘
"Bducatian™: 0.9% 149  1.6% | 2.0%| 2.7 3.0%[ 3d4%|  38%  4.2%) 4.4%‘ 44 A44%{ 440 A4 3.2%
[Fercent Change in
[Taxes Paid for :
"Chher": Jaog 32w a0 A% 3%l A% 309 3.0%)  2.9% 200 2R% 2.7%: 2.0%  2.6% 2.9%
Change in Total
[Taxcs Paid: 5334 3522 500 Se65 38201 5939 $1,D'Iﬁ 31061 $1,238 Fr258 51,298 $1.337 B1.379 $i429 5935
Change in Taxes Paid .
for "Education™; -F288  -F100[ 5143 %15 B163) %275 B350 5339 ESol|  $577  S614)  s6s) 692 %733 5310
vy [Change in Taxes Paid
?5 fot "Other'™: CBR0r S63Y K647 S630) 3657 $66Y  Boad  B67R B6T77) HGH1 5683  KORY  GOR7| FOOH 5665
% Percent Change in ‘
£ ITotal Taxcs Paid: omd 1 0% 13 16 tsed 200 209 2.3%‘ 230 23 23w 2 24 18w
2 |Percent Change in
Taxes Paid for
"Education": S0 -0as 05w 0% 06%W0 LO%W 13% 14%|  zosl 2%l zaed 229 23% 24%]  11%
[Percent Change in
[Taxes Paid for
"Qithery 29%  2.09%  2.8% 28%| 279 2.7%|[ 2.6% 206%  2.5% 2.59 2.4%  2.4% 2.35‘4J 2.3%|  2.6%
Table 4 Continngd)
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Table 4 Continued
2008 | 2000 | 2010 | 2001 | 2002 | 2003 | 2014 | 2015 | 2016 | 2017 | 20ts | 2010 | 2000 | 203 ?:1‘;::%2
lChenge in Total
[Taxes Paids 5765 Be60f K1.715 51,827 52378 52,772 §2.04% $2.036 $3.432 $3.573 $3.687 3,805 $3,929 54.085 £2,708
IChange in Taxes Paid
for "Education™: B35S -B471 B571 Fe75 81,2170 $1,609 50831 1071 %2268 $2.4100 $2,527 326500 52,780 52914 £1.554
_ [Change in Taxes Paid
& [for "Other" 11200 11320 1043 1,053 81,061 $1,064 51066 $1,165 31,165 $1,163 $1,1600 $1.154 $1.13500 %1169 $1.155
5 Percent Change in
& [Total Taxes Paid: 0.7%  [.6% Fo%  1.6%  2.1%  2.4% 1.8% 1.6% 289  ZRI  Z.EMW 2B 29% 2.9% 2.1%
™ [Percent Change in
[Taxes Paid for
"Edueation": 0,00 AT 0,9%) 100 e 2.4% 1.4% R% 329 320y 330 3.4%  2.4%  3.5% 2.0
Pcrcent Change in ‘
[Taxcs Paid for .
"Oher™: 279  2.0%| 6% 2.5%| 2.5l 2404 24%  2.3%[  23ng)  22ny  29md  2.0%  2.09%  21%  2.4%
K-hange in Total
[Taxes Faid: F781 $1,057) $1,3290 51,7100 §2,292) 2,684 53,017 $3496 53,971 %4184 $4,306 34427 $4.555 S4.70100 $3,037
(Change in Taxes Paid :
for "Education”: H168  §103 BaTal #7530 1329 R1,9 52,051 £2.5290 33,008 $3.227 32,359 53490 $3,64U§ $3.791 52,084
[Chanze in Taxes Paid ]
E for "Other”: 3950 5954  R9sR 360l 5963 3965 5947 $967| 963 - 5957 5948  $930 5913 5019 5951
%-' Pcreent Change in
E [Fotal Taxes Paid: 0.6% 0.8%W 1% 13%  17% 1.9% 2o 2% 27 2.7 27| 27w 27w 2 2.09
3 |Pereent Change in |
[Taxes Faid for
"Education”: 02%]  0.1% 0.5%( 0.9 1.6% 2.0% Z4%| 2.9% 3.3% 3J.4%  3.5%  3.5M 3.5% 3% 1.2%
Pocreont Change in
[Taxes Paid for
'Other": 19%)  1.8% 1.8%  1.8%  1.8%|  1.7%| 1.7 7% 1.6%  [.o%)  1.6% 1.5% 1804 1.5%] .70
Chatige itt Total
Taxes Paid: 51004 %1.384 51,582 $1.75Y 52,118 52,463 32,702 $3.018 55,398 $3.534 $3.671 $3.814 $3.968 54,142 52,760
KChange in Taxes Paid .
fior "Education”: 5158 54301 BA0H  K7SY $1,105 $1.434 516600 $t,060 $2.327 52,455 $2,5840 52,719 $226H £2.01% 51.7204
[Change in Taxes Paid
% for "Other!": 1038 %034l %07g 904l gi.011f £1,027 s1.042 £1.055 31,068 51,078 51087 $1,093 §1,104[ $1,129 51,040
& Parcent Change in
¥ [Total Taxes Paid: 1.4% TR  20% 2.1% 25w 2.9%  3.0%  3.3% 36w 369 3.6% 3w 3784 17% 2.99%
[Percent Change in
[Taxcs Paid for
"Education™; 0.3%{ 0.9% 12% 1.5% 22°% 2.8 32% 3.6%F  4.2%  42%]  4.2%  43%  43% 44w 3.0v
Pcreent Change it
[Taxes Paid for '
"Qther™: 3% 3% 3.3%  3.0% 3.0% 2924  30% 200 280G 2B 27w 27w 2.6%4  2.6% 2.9%
IChange int Totai -
[Taxcs Paid: fa64  §598 573 5049 51,94 1,517 $1.524 %0717 $2.041 32,119 $2.1868 $2,255 %2324 $2.399 51,373
Change in Taxes Pajd.
or "Education™: -5167 =347 575 F283  B519 FRIQ  SR2R $1.012 51,327 $1,308 %1459 1,522 51,589 $1.659  $373
“hange in Taxes Paid
% for "Cther”: 5630 5642 5655 5667 8677 RGBT B694 5705 5714 §7RI $727 %7320 £735  §739 603
8‘ ercent Change in
E ntzl Taxes Paid; 0.79%  0.9% 1.1% 1.5% LB%  2.2% 229 2.4% 28% ZR% 29wl 2.9% 2o zeuwl 21w
Pcrecnt Change it '
axes Paid for
"Education™: 4% 0.1% 029 079 1% e 1.9 23w 24l 3oed  3.0% gt 3o 31wl 1ow
creent, Changs i
"axcs Paid for
"Cther™: 20905 2.0% 209 289 A8 Z28W 270 27 27w 26% 2ot 2t 25wl 24% 27
Table 4 Continucd
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Table 4 Continued

2008 | 2009 | 2010 | zoor | 2002 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2070 | 2070 ﬁ:ﬁ;:ﬁf
IChange in Total .
[Taxes Paid: 5698 905 51007 $1.247 $1.473 S1.783% £1.001 81,045 $2.343) %2447 52.5100 52580 82,655 §2.758 $1,475
Chatire in Taxes Paid
for "Education™; Brig B3z R4 5672 ReQ1 FL217M 5L340( £1.39% $1.80M| $1.90 £1,002 52077 92,165 52,258 $i329
(-hange in Taxes Paid
o [for "Other”: Fa7H  BE73 5577 5575 5571 5367 3561 5552 %542 £330 F18] 5304 $450 55000  §540
E Pcreent Change in
g [Total Taxes Paid: .39 1.2% 1.3% 1.0%4) 1.9% 23% 23% |2.3% 2.7% 2.8 28%(  2.8%  2.8%| 2.8% 22%

Pcrecnt Change in
Taxes Paid for .
"Edueation”: 0.3% O 09%  L3% 199 2.5% 27w |2.8%(  3.5%  3a% 6% 3.8% 36% 37% 2.5

Pereent Change in
[Taxes Paid for

"Other": LO%W 0% 1.9%  LRW  LBW  bmal L7 |1.6%  1.6%| 1.5t 15% 4% 1any 1A 1.6
Change in Total
Canes Paid: . F1.363 31.758 52065 $2.537 $3.1300 $3.603) $3,994 84,561 £5080 55,447 35774 $5983 56206 $6.462 54,14]
Change in Taxes Paid
for "Education”: -BA1 $323 0 861)) SL06H SL65S $2,013 $2.498 £5,061 $3.57d $3.9427 %4151 $4.367) 54591 $4.824 524623
- [Change in Taxes Paid
“z"lfur"Othcr": BlAl4 B1,433) 51454 51469 51481 51400 $1.49 sr.500 31,504 81,504 $1.623) %1619 $1.615 51,638 $1.517
g Fercent Change in
& frotal Taxes Paid: DA 1.0%  12%  1Aw 1w 2% 2.3% (2.5 27 200 2.0% 309 300 300 2.
S Fercent Chatige in

[T'axes Paid for
"Education®: 0.1% 0.3 06t 1A% 179 2% 2.5% 30wl 34%| 26w 3w 3wl 3.8 seml 2as
Fereent Change in
[Taxes Pawl for

"(ther": loe 2T 2R 20W  2.0%)  2.0m] 20w (199 1o 190 2oml veed  onovdl 10w 20
Change in ‘Total '
Taxes Paid: 539 B8O S180  S2)4 8257 362 $417)  B440)  §30% RS2 9559 5588 615 Bes0|  sae
[Change in Taxes Paid
ffar "Education™: -5145  -§104 59 24 sinq SUTY s225 $248  £314  $342 5368 5305 8428 $457] 5201
"= Whange in Taxes Paid
& ot "Other"; flaq  s1Rd  $ism f1900  B191)  sivd] w192 5192l sioEl  sion st 101 s100 51930 190
ﬂ [Percent Change in
E Total Taxes Paid: 2% 0.4%  L0% L2 16 - bl 22% R2% 2.5 26% 27 27w 2mwd 28 10w
E Pcreent Change i
[Taxes Paid for
"Education: S13 -LiM -00% 03% LM 17 230 Rt 3.0 329 33w 3oy 3sm 3ed 1w
Pereent Change in
[Taxes Paid for
"Crihert: 2.3%|  22% 23% 22% 2 22% 27% 2i%  2owl 20% 20w row rond sl raw] 20w
K hange in Total ‘
[Taxes Paid: Bo80 5839 5938 $1.004 $1.3240 81462 51,591 51,727 31,014 51970 32,004 $2,049 52,091 52,159 $1,560
KChange in ‘Taxes Paid
for "Education": -R60 B8R %189 S352 k587 §738  s&v4) R0024 51,2235 %1295 51354 51414 Fra76 51,542 5864
% Change in Taxes Paid
oy ffor "Qther": Fram 8751 5748 5743 87380 3727 £71q 570 se8H 567 %osd  Es3s 5615 BGIE 5697
% IPercent Change in
% [Total Taxes Paig: LW 1.3%  1.8% 17w 2.0% 2w 239 28 27wl 27wl 27wl 2ewdl oz 200 229
& [Pereent Change in
[Taxes Paid for
"Edueation™: 020 03w 0a% LO0% L7% 2% ram 28el 33wl 339 34| 340 34% 38w 2.2
F_erc:mt Change in
[axes Paid for
"Cther': 2.7%| 26%|  25% 2.5%| 24w 23%  22%  2a% 209 19w Low 1.89 L% 1.7%  2.2%

Tahle 4 Continued
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Table 4 Continued
Average
2o08 | 2000 | 2000 | 2001 | 2012 [ 2013 | 2014 [ 2ous | 2016 | 2017 | 2008 [ 2018 | 2020 2091 |norease
(Change in Total
Taxes Paid: s376  s7a0b 5489 $1.113 §1.452 %1647 $1.807| 52,148 $2.448 $2,539 52,640 32,743 F2.355 $2.98@ 1,907
Change in Taxes Paid
for "Education*: w171 $372 481 8703 $1042] %1230 6397 $1.739 §2,03¢0 $2,131 52233 523400 E2,453 $2.571 $1.493
oo [-hange in Taxes Paid
o fgr "Other™: sa06 5407 s400[  sa10] 4100 satn)  H410] 5409 5408  F408  R407  B405) 5402 K41 K408
E Pereent Change in
1 [Total Taxcs Paid: 0.8% 12wl vacl 17w 22 z.osve zaa%Rl 3% 3404 340 2404 340n 350 3.5%  1.0%
~ percent Change in
Taxes Paid for
"Education”: 04w 099 1wl 1R 25 20% 3.2%| 3O 44% 4.4% 440 440 44y 44l 3.1%
Percent Change in .
Taxes Paid for
"Oither”: ) Lawel LBl vsml rn7mel L7 1.7%) 1794 169 Ta%l  1ete  1Sof  [5%)  1.3% 1.5 1.6
KChanee in Total
[Taxes Pid: §478 %702 5847 $1,034 £1.278 H1.43% $1.539 51,741 51,934 F2O27 52,092 52,155 B2.221 B2.29% 51.537
IChange in Taxes Paid
for "Education: -§203 s 51%4 s34 5533 s67o YRS 058 1,138 S1.224) 81284 51347 $1.4430 1484 5791
Chanyze in Taxes Paid
= Jfor "Other™: $680  Seod 5714 %v30[  s74s  $7600 773 3785  §7%¢  BBO4 %308 R80%  H307) R34 EVGH
-
E Percent Change in '
& [Total Taxes Paid; 0.0%  1.4%  1.6%H 19w 24wl 260 2.7%  3.0%  32% 3% 3wl 32%( 320 32% 2.6%
Percent Change in
[Faxes Paid for
"Education®: 060 0.0 04ud 109 L7%f 2% 2484 28%)  33W 34% 350 3.5% 3.6 A6 Z.2%
Percent (Change in
[Taxes Paid for
"Cither”: 35% 3% 4% 4%l 33%)  3.3% 3290 3% 3% 3% 3.0% 2.9% 2R%W 2.8% 3.2%
K-hange m Total
Taxes Paid: B0 -51GH 0 -550 159 5308 5539 5652 5772 B9Ly RL.047 K1,038 £1.222 $1,308’ 51,4000 5641
Change in Taxcs Paid
for "Education"; a4l 332 R R0 K135 %367 480 3600 373 SB7H 8964 R1,052 51,140 1228 5471
% [Change in Taxes Paid
%For"()thcr": fled  H168) 5168 B170(  B171) R7Z B 3173 R173 ®7Y] R1T| RUTO) K16l 1Ty 5170
g Petcent Change in
a Total Taxes Paid: 0070 0.8 -00% 04% 08 15w  L7%| 2.0%  24%  2.6% 2.8%]  2.9%W 3.0% 329 1.69
Z [Percent Change in )
[Taxes Paid for
"Education"”: S1.8% Lo -1.0%  0.0%  O.6%E Lt 20%|  Z.6%|  3.0%6 359 3.8%|  4.0%  4.0%  4.3%  1R%W
[Pereent Change in
[Taxes Faid for
"Othert': 12 12%(  1.2%  1.2%|  1.2% 12t 1.2%)  12% 129 1% L% 1% 1.0 1% 1.2%
Change in Totai
Taxes Paid: $6,733 $7,673 $3.345 $9.454 310,828 $11.390 $13,009 514,455 515,759 516,564 $17.161 $17,767 $18,398) $19,121( 513,369
Change in Taxes Paid
for "Education": 2,117 %2921 53453 54433 $5.035 $6.039 57644 53,930 510,101 51090060 $11 427 $11,973] $12,54%9 $13,153( $3,004
Change in Taxcs Paid '
- for *Oither": 54618 $4.758 $480% 550210 5,143 $£5.250 55365 5465 $5.560 R5.658( £5.735 55704 §5.850 55,068 £5.363
% Percent Change in
[Total Taxcs Paid: 2.1% .39 25% X% R1%|  33%) 3.8 37%| 399 399 3.9 3.0%  3.9%  30%  3.3%
Pereent Change in
[Taxes Paid for
"Education™ 0% 5% 1L7% 2.2%|  2.7% 3,19 3.5% 3.9%| 4.3% )  4.4%  4.4%  44% 449 4.5% 3.3%
Pereent Change in
[Taxes Paid for
"Oither™: 7% 370 340 6% 6% 3% 3.8%  Sdoel  ddng  330n  30on 3004 1on 3 1%  3.4%
Table 4 Continued,
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clasely corresponding to the national average. Even
under the Maine Taxpayer Bill of Rights it would take
unti] FY 2021 to reach that level of taxation.

2. According to a Maine Municipal Association survey,
in FY 2005 the growth factor in LD 1 was estimated to
be more than twice that of the Maine Taxpayer Bill of
Rights—see Table 5 [4]. As a result, it could take LD 1
twice as long, at the local level, to achieve the same
results as the Maine Taxpayer Rill of Rights.

3. The growth limits in LD 1 can be overridden with a simple’
majority vote of lawmakers as opposed to the two-thirds legis-
lative tequirement and majority of voters under the Maine
Taxpayer Bill of Rights.

Under LD 1, it looks likely that the State of Maie will
end up breaking its own law, The enactment of the
Maine Taxpayer Bill of Rights is the only means that
the state can come reasonably close to achieving the
statutory goal of reducing Maite's tax burden close to
the national average by FY 2015,

o H_,
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Table 4 Continued
2008 | 2008 | 2010 | 2001 | 2002 | 2013 | 2003 | 2015 | 2016 | 2017 | zoue | 2000 | 2020 | zomn &‘;Zﬁ:
Change it Total
Taxes Paid: 525,067 $31,1400 535,795 541,981( 530,328 556,856 $51,327 $68.951] $76.259 $8n.491 533,398 566,288 $R9.27Y $92.762 $62.714
K>hange in Taxes
Pai for |
"Education™: 53,872 58,643 $12,87h $18.686 $26.682 532,890 537,084 544 441( $57 560 $55,626 £58,352| $61,208] 564,202 567,346 $25,820
& [Change in Taves
: Paid for "Qther": | $22,003 $22,497] 522,924 523,295 323,640 $23,960) 24243 £24,52] 324,723 5248066 £25,075 525,073 425,064 525,412 524,099
exl
=1 [Percont Change
E] in Total Taxes
E Praid- .35 1.6% 1.8% 2.0 2.4% 2.6% 2.8% 1.0% 33% 3.3% 3.3% 3.3%, 3.3% 3.4%) 2,774
[Fercent Change
in ‘Taxcs Paid for . ‘
"Edvcation”: 0.3% 0.7% 1199 1.6% 2.2% 2.6 2.924 3.4% 189 4,0% 4.0%; 4.0% 4. 1% A 2.8%
Pergent Change
it Taxes Paid for
"Other": 2.8M 2.7%| 2.7%)| 2.7 2.7% 2. 5% 2.6% 2.5 2.5% 2.5%| 4% 2.4 2.3% 239 2.5
Eource: State Flatning Offfce, Revenue Forecasting Commitice, Maine Revenue Scrvice: Property Tax Divigion, Department of Edugation, MHPC caleulations.
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Table 5
Comparison of Growth Factors under LD 1 and The Maine Taxpayer Bill of Rights
State Fiscal Year 2005
) Taxpayer Bill : o | Taxpayer Bill Taxpayer Bill
Municipality T..DF!aSth:_wlh DfF Righta Municipality LDFI.qﬁ::‘“ i of Rights Municipalily ‘T‘D'lag:;:_‘mh of Rights
Growth Factor b Growth Faclor Growth Factor
Acton 3.3 0.79 Hodgdnn 522 n.72 Richmond 5.58 .87
Appletan 6,88 349 Helden 554 3.36 Raockland 5.6 .02
Artowsic 4.3 1.72 Hollis 6.02 3.44 Rumiord 2,98 0.4
Augusia 503 0.54 Hopc 7.36 4.7% Sanford 492 234
Alltora 2.5% 0 Tslesboro 3.06 1,38 Searharough 531 2.73
Bangor 23 20 Jay 483 1.73 Schago 6.1% 1.84
Bar Harlyor 5.8 3.22 Kenncbunk 4.43 1.35 Sebec 471 -0.23
Eath 3m .33 Kennebunkport 4.97 2,39 Shirlgy 2.5% 0
Braver Cove 4,22 0.6 Kittery 4.24 1.66 South Berwick 421 1.63
Biddelord 5.13 2558 Lameine 308 1.1 Henth Portland 5.49 2,53
RBowdainharm 6.88 1.25 Lebanon 4.5% o2 Southwest Harbor 335 077
Bowerhank 4,86 128 Lceds 528 27 Standish 3.96 1.38
Bradley 7.3 3.42 Levant 16,28 6.13 Steckton Springs 16,51 319
Brewey 172 4,57 Lewigton %.58 .77 Sullivan 447 «1.23
Brynswick 5.13 2.57 Limestone G.83 -0.23 Sutnner 3.04 2.09
Ruckfield 6.22 -2.17 Lingolnville 4.45 1.8 Burry 3.36 1.28
Bucksport 3.63 105 Linncus 612 0.03 Thomaston 10.24 3.06
Buxiot 4.8 036 Lisbon 531 241 Topsficld 442 1.44
Calais 4.4 1.82 Litchticld 9.63 4,95 Topsharm 12 2.97
Cemden 4,67 208 Livermote 3.28 0.7 Tremont 5,99 3.17
Cape Blizzbeth 4.37 1 Livermors Falls 528 17 Tremaon 6.65 3.24
Chelsca 8,58 .1 Lnng Tsland 393 0.24 Tutner 623 363
China 4,29 1.71 Machias 23R 0.8 Unian 5.4% 29
Clinton 424 -0L05 Madawaska .14 2.50 Veazic 355 97
Cumbretland 6,22 3.64 Madizon 2.97 0.39 Vinalhaven 3.39 -1.23
Tlamatiscotta 4.6 -2.23 Manchester 544 1.74 Watetville 822 314
Danforth 4.23 -0.95 Mariawlle 5,95 2.2 Wayne 2.58 ]
Dexter 4,61 203 Mechanic Falls 47 1.44 Wesi Bath 7.41 357
Dover- Foxcralk 4.54 1.96 Mexico 4.1 .52 Weston 2.5% 0.3
Dresden 7,74 -4.31 Milbridge 3.80 131 Willitnantic 6.11 3.53
Hastport 2.6 a0z Millinocket 2.64 -0.79 Wilten 2.59 Q.41
Edgecomb 4.1 1.52 Monimaouth 582 295 Winglow 5.13 2.55
Ellswotth 579 1.31 Mount Vernon 4.49 1.88 Winterport 583 125
Enficld 2.98 0.4 MNaples 6.05 1.73 Winthrop 4.92 2.34
Fairfield 3.68 1.1 Nashvillc Pit 2.58 0,08 Woelwich 4,27 1.69
Fajmouth 532 2.74 Nuww Gloucester 6.62 23 Yarmouth 3.706 1.]18
Faycttec 5,36 201 MNew Sweden 4,56 1.30 York 5.8 3
Fort FairGeld 338 1 Morth Berwick vl 162
Frecport 5.92 181 MNorway 527 2.69
Crardiner 29 1.88 Oakland 5.86 299
Georgetown S35 n.oz Hd Orehard 207 5.49
Glenbum 7.49 2.88 QId Town 2.58 0
Torham 6.01 2.32 Orono £.08 515
Grand Isle 337 0.79 COitis 4.92 2.34 Average .55 175
Gray 513 21% Parsonsfietd 2.31 0.06 ‘
Cireenbush 4.1% ni2 Pembroke 2.58 0
ITancock 6.02 -0.04 Phippshurg 543 2.85
Harrison G,la 3.58 Portiand 3.56 0.98
Hermon 7.95 33 Randolph 3.58 1
Hetsey 5.0 2.66 Readfield 5.46 2.88
Note: Based on a Maine Municipal Aszociation survoy of municipalities sulyject to LD | growth limits in 2005, Sample may not be represcntative of all municie |
palities,
Source: "Comparison of Locgl Government Limitations in LD1, Colorado TABOR and propased Maine TABOR,” Maing Towtisman, Maine Munieipal Associa-
tinn, December 2005 "Avergze” ¢aloulation perfarned by MHPC,
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Sources

[1] Wasylenko, Michael, “Taxation and Economic Development: The State of the Economic Literature,” New England Eco-
nomi¢ Review, March/Agpril 1997,

[2] For more information see: Poulson, Barty, “A Taxpayer Bill of Rights for Mainc,” Americans for Prosperity Foundation,
October 2003.

hup. v ww americansforprosperia. oreineludes flemanager Tles/pdfnme tabor_study | pdf

[3] PART 11, STATE TAX POLICY GDALS, CHAPTER 931, TAX RURDEN REDUCTION GOAL, §7301, Tax reduction
goal.

hitp:/fjanus, state mers/legis/lawmak erwelb/externalsiteframe agp7id=2 8001432 [ & 1d= & types: 3 fezesaionic -6

[4] 1> 1 and TABOR Gmwth Factor Comparisons,” Maine Townsmar, Maine Municipal Association, December 2005.
Bt v memun orepublicieublicationsftownsman/ 2005 TAROR. pdf

Methodology

While this study has focused on the effects that the Maine Taxpayet Bill of Rights will have on the leve] of taxation in Maing;
technically, the Maine Taxpayer Bill of Rights is a check on spending, not taxes per se. Two key assurnptions in this analysis
are that state and local budgets are always in balance (tevenue equalz expenditures) and that the current ratio of state and local
taxes to expenditures temnains constant.

With these assumptions, the same growth allowances applied to expenditures can also be applied to taxes. Each of the formulas
is presented along with their data sources and methodolagy:

The growth allowance for the state government is based on the change in population plus the inflation rate. The projection of
state-wide population is from the U.8. Census Burcau's population estimate to 230 and ean be found at:
https/Awrww,census, covy population/ www/proisclions/projectionsagesex html
The projection for the inflation rate is frorm the February 2006 Repart of the Cottsensus Economic Forecasting Com-
mission. The projection goes out to CY 2009 after which this study holds constant the CY 2009 inflation rate (2.8 per-
cent) to CY 2021, The report can be found at:
hitp:/fwive. state mesleeis’of EECY2 0T e a2 20001

The growth sllowance for local goverhments is broken down into two components:

Education Spending—The prowth allowance for education is based on the change in school enrollment plus
the inflation rate. The projection for school enrollment is from the Maine State Planning Office’s “Forecast of
Residents Educated at Fublic Expense hy Town ta 2017 and can be found at:

httnsfwww state Mo, us ey sconormicsceonommics snrmdahtuﬁIr.,_publloxpenwﬂ?ﬂ] To.xls

The growth rate for 2017 was held constant to 2021. The projection for the inflation rate is same as the state
irowth allowance,

All Other Spending—The growth allowance for all other spending is based on the lesser of the change in prop-
erty tax sgsessment versus the change in population plus the inflation rate. The projection in local property
assessments is based on a linear extrapalation to 2021 of property assessments from 1999 to 2004 ag found in
“Municipal Valuation Return Statistical Suminary™ published by the Maine Revenue Services Property Tax
Trivision and can be found at:

[attpetAwwy stale me g revenue properryias Municipal o2 0% ervices s 20 F les/data him

The change in population is based on the State Planning Office’s “Town-Level Population Projection to 2020
{with age cohoris)” and can be found at;

http s maine, s*owanwldndu%t../d(rm/l"npuhtl(;}y__i_cm11:'\sn;,[ orecastaummaty. xls

The growth rate for 2020 was held constant to 2021, The projection for the mflation rate is the same as the
state growth allowance,

The split between “education™ and “all other” spending was calenlated by subtracting education spending from total tax
commitments—leaving “all other” as a residual. The data for logal tax commitments comes from the same source as

local propetty assessments mentioned above. The data for education spending is from the Department of Education’s
“Mills Raised for Bducation” and can be found at;

hitpsfwwse maine govieducation/data/budget/budiet. hitm

S U o -
T IRe el o g M .
< :

o
& THE MAINE HERITARE OLICY CENTER PEQE 15




12/87/2886 17:31 2B7287EYVS ETHICSE COMMISSTION FAGE B3B3

Val. 4, lssue No. 5 The Maine View

The projected growth allowances calculated for the state and local governments betwaen 2008 to 2021 are applied to the state
and local tax collection data published by the U.S. Census Bureau and can be found at:
Pt ey census. pod aovs e inde s hin 1

Finajly, the Jast year of complete state and Jocal tax collections published by the Census Bureau is for FY 2002 (up to FY 2005
for state level data). The estimate of Maine's tax collections hetween FY 2002 and FY 2008 is based on actal and projected tax
collections published by the Maine Office of Fiscal and Program Review (OFPR) and can be found at:

Iitpd e maine gov/lesisiofprs Tan % 200/ Tax %20 Rurden®% 20 R eport®20-" 0 20March % 212006 gl

Due to differences in methodology, this report applied the year-over-year rate of change in state and local tax collections as ¢sti-
mated by OFPR, and then applied the rate of change to the Census data.

I. Scott Moady is Vice President of Policy and Chief Economist at The Maine Heritage Policy Center. The author can be
reached at jsmoody@maincpaticy.org,

The Maine View is a publication of The Maine Heritage Policy Center that provides research, historical perspective, updates
and commentary on current public policy issues. All information is from sources considered reliable, but may be subject to
inaccutacies, omissions, and modifications.

The Maine Heritage Policy Center is a 501 (c) 3 nonprofit, nonpattizan research and educational erganization based in Portland,
Maine. The Center formmlates and promotes free market, conservative public policies in the areas of econotmic growth, fiscal
matters, health care, atd education — providing solutions that will benefit all the people of Maine. Contributions to MHPC are
tax deductible to the extent allowed by law.

© 2006 The Maine Heritage Policy Center
Material from this deenrnent may be copied and distributed with proper eitation.

Editor and Director of Communications, Jason A, Fortin

P.O. Box 7829
Portland, ME 04112
207.321.2550 ()
207.773.4385 ()
www.mainepolicy.org
info{@mainepolicy.org
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A Taxpayer Bill of Rights:
Improving Mainers’ Incomes

by 1. Scott Moody, M.A.

This report conchudes that at the end of the day, the Maine Taxpayer Bill of Rights will mean more money in Mainers’ pock.
ets. The apalysis updates and expands on a previous study that exarmined the positive impact of the Maine Taxpayet Bil) of
Rights (sce The Maine View, Vol 4, Issue No. 3, “A Taxpayer Bill of Rights: The Curs for Maine’s High Taxes”), The up-
date includes new state and local 1ax data and economic forceasts from the 1.5, Cepsus Bureau, along with new dynangic
modeling of the positive effects that the Maine Taxpayer Bill of Rights will have on the Maine economy. The dynamic eco-
nomic modeling was performed by the Beacon Hill Institute’s State Tax Analysis Modeling Program (STAMP).

The Maine STAME model is a comprehensive model of the Maine econoty. It is designed to capture the principal effects of
tax and spending changes on the econormy. It is a five-year “dynamic” computable general equilibtium model. As such, it
provides a mathematical description of the economic relationships ameng producers, households, govermment and the rest of
the world. The Maine STAMP mode} demonstrates how a lower level of state taxes under the Taxpayer Bill of Rights will
result in higher incomes for all Mainers (local taxes are excluded in the STAMP model apalysis. Sec Methodology and Ap-
pendix sections for more detail on the model).

Key findings inciude:

a When accounting for both lower taxes and increased ecopomic activity due to the Maine Taxpayer Bill of Rights, Maine’s
Tevel of state and local taxation as a percent of personal income will retumn to the national average by fiscal year (FY)
2019—after a 43 year hiatus.

® In FY 2019 alone, Mainer's will save $2.3 billion in taxes (51,8 billion in 2006 dollars) and will have $360 million (3441
tnillion in 2006 dollars) in more income due to economic growth spurred by the Maine Taxpayer Bill of Rights,

® In FY 2019 alone, the Maine Taxpayer Bill of Rights will provide Mainers with an additional $3,782 dollars (52,980 in
2006 dollars) per households to spend—3$2,893 due to lower taxes and $888 due to higher incomes.

Chart 1
Mainer's Household Incorme frproves Under the Taspayer Bill of Rights
State Fiscal Years 2008 to 2019

[ncrease in Honsehold Income

2008p  2009p  2010p  2011p  201Zp  2013p  20l4p  2015p  2016p  2017p  201%p 2019
State Fiscal Year
B Househoid Tax Savings @ Hipher HMouscheld Personal Income

Sowrce: LS Census Burean, Purcant o f Economic Analysis, MHPC Caleulations based on 5T AMP Model and Maine State Government Diata,
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What is the STAMP Model?

The Maine STAMP model is a comprehensive model of the
Maine economy, designed to capture the principal effects of
tax and spending changes on the economy. Itis a five-year
“dynamic™ computable zeneral equilibrium tax model. As
such, it provides a mathematical description of the ceonomic
relationships ameng producers, houscholds, government and
the rest ol the world. Tt is general in the sense that it takes all
the important markets and cash flows into account. Itis an
equilibrivin model because it assumes that demand equals sup-
ply in every market (goods and services, labor and capital); this
1s achieved by allowing prices to adjust within the modcl (i.c.,
prices are endogenous). The model is computable becavse it
can be usad to generate numeric solutions to conerete policy
and tax and spending changes, with the help of a computer,
And, it is a tax moedel because it pays particular attention to
identifying the role playved by different taxes and spending,.
(see Appendix for details on the construction of the STAMP
model)

In essence, the STAMP model quantifies how govemment tax
and spending policies affect the rate of economic development.
If taxes go up, then there are fewer resources in the private
scotor for consurnplion and investment, lowering the prowth
poiential of the economy. Some of this is compensated for by
higher goverrument spending, but there are “deadweight losses™
associated with taxation that can not be compensated far with
higher goveriment spending,

Deadweight loss is a term used by economists to describe the
economic incfficiencies created by taxation, such as when tax-
payers reduce work and/or consumption or shift incoroe to
avoid taxation. In other woids, the very process of transferting
resources from the private to the govermment sector tesults n 2
permanent loss of potential economic output. Overall, the pri-
vate seotor not only has fewer regources due to taxation, but
must also bear these “deadweight losses.”

For example, Dr. Martin Feldstein, president and CEQ of the
Mational Burean of Economic Research, estimated that the
1993 Federal income tax increase resulted a deadweipht loss of
$2 for every 31 raised in taxes.[1]

On the other hand, lower taxes due to the Maine Taxpayer Bill
of Rights will increase resources within the private sector and
reduce deadweight losses on the economy. As aresult,
Maine’s economy will generate more jobs, increase investment
and boost personal income. Table 1 shows the results of the
STAMP model's simulation of the economic benefits associ-
ated with the Taxpayer Bill of Rights. In FY's 2008 (the first
year under the Taxpayer Bill of Rights), 2009 and 2010, per-
somal income will grow by §178 million, $214 million and
$248 million, respectively; employment will grow by 4,441
Jobs, 4,282 jobs and 4,124 jobs, respeciively; and mvestment

'}Ejf j;:i’ f[’{rﬂ":{f‘ g-wn" _r"ﬁj('f:# L
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will grow by $10 million, $16 million and $21 million, respec-
tively.

Keep in mind, however, that the STAMP model only incorpo-
rates the effects of lower state level taxes. Unfortunately, due
to data constraints, the STAMP model is unable to forecast
changes to the economy due to lower property taxes at the local
level. Tower property taxes are approximately half of the total
tax savings created by the Taxpayer Bill of Rights. As a result
of the Maine STAMP model limitations, the shown cconomic
benefits of a lower property tax burden resulting from the
Maine Taxpayer Bill of Rights is greatly understated.

The Taxpayer Bill of Rights Equzls Higher Economic
Growth and Lower Taxes

When looking at the level of state and local taxation as a per-
cent of personal income, there are two ways to reduce taxes.
The first is dircet, through a reduction in tax burdens through
legislative action. The second is indircet, by boosting the
growth in personal income. Fortunately for Mainers, the
Maine Taxpayer Bil} of Rights will do both by lowering tax
burdens via spending resteaint. In the long run, lower tax bur-
dens will make Maine more economically competitive, leading
to greater job and income growth, Chart 2 and Table 3 show
that when both factors are taken into account, Maine's level of
state and local taxation as a percent of personal income will
return to the national average by FY 2019, two vears faster
than previously estimated.[2]

By FY 2019, Maine’s ranking of state and local tax collections
as a percent of income will fall to the 19™ highest in the nation,
For more information on Mamne's historieal state and local tax
burden see Maine Issue Brief “An Update of Maine’s State and
Local Tax Collections.”[3] Majne’s ranking has not been that
low since FY 1977—a 43 year hiatus!

Table 1
STAMP Model Projection of Economic Feedback duc to Eco-
nomic Growth Generated by the Maine Taxpayer Bill of Rights
State Fiscal Years 2008 to 2010
| 2008 | 20090 | 2010p
Pergonal Income (Dollars in Billions)

Bazeline Economic Growth $41.740 541,740 541,740
Dynatnic Economic Growth 541.919 541,954 541.988
Difference 50.178 50214 50.248

Employment
Basgeline Beonomic Growth £621,900 £6206,200 $630,149
Dynamic Economic Growth §626,341] §630482 5634,273
Difference 84,441 54,252 54,124

Investment (Dollars in Billions)
Bageling Economic Growth 853,207 §5.275 55344
Dynamic Economic Growth £5.217 £3.291 %3.365
Difference £0.010 501G R0.02%
Source: Maine STAMP Model,
Page 2
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Table 2
Maine's Historical State and Local Tax Collections
State Fiscal Years 1950 to 2004
Dollars in Thousands
State ani Lacal
e 1 ; Mational State and Logal Tax Collec- —
State Fiscal Year tiong as a Perecnt of Personal [ncome Totat :’:fc:::g;;(wc:llz Pcrcm;hzé‘rf‘:rsunal Rank
| 950* 7.36% FR2173 -- 7.64% 22
1951 7.33% £38,219 7.5% 7.711% 22
tos2 7.36% $105.573 19.5% 3.40% 14
1953 7 4454 $109,953 4.1% B.37% 15
1954 7.60% E11z27 2, 7% R.52% 18
1955 7.74% 5119.723 6.0% #.53% 20
1956 g.12% 5123,551 11.5% 2.81% 23
1957 8.19% 5143,655 7.6% 0.05% 23
1958* 3.38% £157,662 0.8% 0.57% 13
1950 8.57% 162,205 2.9% 9.47% 19
1960* 9.03% 5188.429 16.1% 110.46%5 9
1961+ 9.32% $182,173 3.3% 9.78% 20
1962 Q.45% 191,337 5.0% 10.01% 18
1963 .53% F201.574 5.4% 10.17% 16
1964 3.69% $213,867 6.1% 10L.20% 19
1965 2.71% $231,535 £.3% 10.21% 19
1966 9.87% B24R,788 7.5% 10.22% 23
1967 9.837% $257.424 3.5% 9.9%% 25
REGTS 10.03% $270,545 5.1% 0.90% 25
1969* 10.39% $301,321 11.4% 10, 16% 26
1970* 10.3G% $372.715 254% 11.61% 14
1971+ 10.97% 5415650 10.0% 11.80% 12
1972 11.63% 5501,194 20.6% 13.12% 7
1973 11.57% $528,745 5.5% 12.44% 7
1974 11.25% 8625.547 18.3% 13.118% ]
1675% 11.10% 605,115 -3.5% 11.60% 2
1976 11.20% 718465 18.7% 12.37% 8
1977 11.30% 716,522 -0.3% 11.04% 19
1978 11.20% 825,676 15.4% 11.60% 13
1976 10.63% FB75.057 5.9% 17.05% 17
1980+ 10.27% 3965,543 10.3% 10.38% 12
1981+ 10.02% 51062612 10.1% 10.72% 13
1982+ 9.97% $1.152,569 8.5% 10.63% 13
1983+ 0.05% $1,240,012 T.a% 10.60% 12
1924 10.29% 51,420,538 F4.6% 11.09% 12
1985 10.31% F1,545,328 8.8% 11.00% 12
1986 10.36% $1,059,752 T.A4%% 10929 12
1087 10.61% $£1,531,357 16.4% 11.70% 7
1988 10.66% $2.207.217 14.3% 12.21% (]
19289 10.64% $2,385,169 8.1% 12.10% 5
1990 10.64% $2,423,966 1.6% 11.57% 9
1001% 10.62% §2,510,360 2.6% 11.65% 9
1992 10.79% $2,707,735 7.9% 12.23% o
19493 10.89% $2,824,806 4,3%, 12.35% 7
1994 11.00% §2,914,862 3.2% 12.34% 2
1995 11.403% $3.060,691 5.0% 12.46% 5
1995 10.89% $3,231,393 5.6% 12.54% 3
1997 10.85% B3.554.711 10.0% 13.08% 2
1998 10.83% £4,012,318 12.9% 13.95% L
1999 10.72% $4,082 369 1.7% 13.45% 2
2000+ 10.76% $4,262,142 4.4% 13.28% 2
2001* 10.67% $4.420,455 3.7% 12.95% 2
2002 10.29% $4.541,146 2. 7% 12.77% 2
pALE: 10.42% $4,697,067 3.4% 12.82% 2
2004 10,742 §5,009,152 6,60 13.05% 1
Average Annyal Inerease 0.46% 580,582 7.76% 0.93% -
[Note: "*" an year denoles a recessionary quarter(s).
Source: U8, Cengus Butean, Bureau of Featiomic Analysis, MHPC Caleulations.
;ffp:; iﬁ?f?ﬁyﬂ[f’ ..aj;r:”‘ e M ceant, o o o
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Chart 2
Maine's State and Local Tax Collections as a Percent of Personal Tncome
State Fiscal Years 1950 to 2019
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Table 3
Maine's Projected State and Local Tax Collections under the Taxpayer Bill of Rights (Effective FY 2008)
State Fiseal Years 2005 to 2019
Dollars in Thousands
State and Local
Goaal: National
State and Locat
State Fiscal Year Tax Collections ag Total Year-pvor-Year | Pereent of Per- Rank
a Parcent of Par- ot Percent Growth | sonal Income ran
sonat Income {7}
2005p 10.74% $5,307.048 - 13.13% 3
2006p 10.74%2 £5,524.056 4.1 % 13.02% 3
2007p 10.74% £35,708.741 3.4% 12.88% 3
2008 (TABOR) 10.74% $5,363.642 2.7% 12.61% 3
2009 {TABOR) 10.74% $6,024.761 2.7% 12.39% 3
2010 (TABOR) 10.74% $6,193,350 2,8 12.18% 3
2011 (TABOR) 10.74% $6,370,890 2.9% 11.99% 4
2012 (TABOR) 10.74% $6,560,636 3.0% 11.81% 5
2013 (TABOR) 10.74% 16,760,748 31% 11.64% 7
2014 (TABOR) 10.74% $6,069.761 3.1% 11.48% 8
2015 {TABOR) 10.74% £7,129.924 33% 11.33% 8
2016 (TABOR) 10.74% §7,421.492 3.2% 11.19% 12
2017 {TABOR) 10.74% $7,660,956 3.2% 11.05% 14
2018 (TABOR) 10.74%, £7,005,071 3.9 10.91% 16
2019 (TABOR) 10.74% $8,156,284 3.2% 10.77% 19
Average Annual Increase {TABOR Years Only, 2008 to 2019) -- $191,054 27984 -1.21% -
2) Held constant.
() State Tax Collectipns for FY 2005 are actual not projected,
Saurce: U.5. Census Burcay, Burcan of Ecoromic Analysis, MAPC Calculations based on $TAMF Modet and Maine State Government data-—-sco Methodology
keetion for mare details,
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DEMOCRACY

MAINE

Maine Volces Against Extremism

Monday, October 23, 2006

Maine State Ethics Commission
135 State House Station, Augusta, ME 04333

Dear Commissinners,

This letter is meant to subrmit in writing, my testinoony to the State Fthics Commission on Friday, October
20, 2006, in Augusta, ME. ‘

Demwcracy Maine is non profit organization based in Portland, We support M. Car] Lindertmann’s filing
of a complaint against the Maine Heritage Policy Center (MHPC), and agree that MHPC’s 1ole in
advocating the enactment of the Tax Payers Bill or Rights, ot TABOR, is an important issue that should be
loaked into much mors closely.

MHPC has played an integral role in the campaign to enact TABOR. Its staff has participated in debates in
favor of TABOR, written repotts in favor of TABOR, brought speakers from out of state to advocate in
favor of TABOR, placed material on MHPC's website promoting TABOR, organized news conferences
promoting the enactment of Question One, supplied op-eds and other opinion pieces to newspapers and
other publications in favor of Question One, and has been involved in other election activities, Becanse the
MHPC js a tax-zxermpt non-profit organization, its list of contributors who support the organization is not
public. But this fact should not shield the MHPC from disclosing its confributors when its activities cross
the line from mere analysis and education to advocating for the passage of a referendum question.

Before Novernber 77, Maine voters deserve to know what funds and resources MHPC has spent promoting
TABOR and where said funds have come from. Who i3 paying for MHPC's election activities? MHPC
sonld resolve these questions by sitmply filing a 1056-B form with the State Ethics Commission listing
what funds it has raised, what fiunds it has epent or what, if any, in-kind contrihutions it has made to PACs
supporting TABOR. Additionally, the pro-TABOR PACs that have received in-kind support and
sanitibutions from the MHPC shéuld list their conttibution of their campaign finance reports.

Attached with this letter are:

* A sampling of newspaper articles that show how involved MHPC staffers have becn with the
campaign to enact TABOR,

¥ A list of occasions when MHPC staffers have spoken or debated in favor of TABOR. (Partial list)

¥ Material from MHPC’3 website in support of TABOR

Given its level of involvement in the Question One carmpaign, MHPC's claims that it is only educating the
public about TABOR but not advocating its passage are not credible. Democracy Mainc strongly urges the
comrmission to require MHPC to disclose what funds it has spent promoting TABOR and where those
funds came from.

Thank you for your time.

Sincerely,

Jonathan Crasnick

Executive Director
Democracy Maine

ONE CITY CENTER * FORTLAND, ME 04101
(207) 831-9840 « www.democracymaine. org
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The following are a list of péast and upcoming debates and forums where Maine Heritage Policy
Center staff have spoken, and will speak in favor of TABOR.

Past engapements

Sept 15, 2005, 7 am: Bangor Rotary Club - Bill Becker

Sept 11, 2006, 6:30 pm: Portland Water District Board of trustees meeting: 6:30pmy;
Geoff Hermann vs Tarren Bragdon

Sept 8™ Skowhegan Chamber of Commerce; Tarren Bragdon

Sept 13™ Auburn-Tewiston Rotary, Bill Becker

Sept 14™: Androscoggin Chamber of Comkmeree, Bill Becker vs Kit 5t John

Sept 20™: Bangor Chamber of Commerce; Tamep Bragdon

Sept 20™ Maine Touristn Board, Taryn Bragdon vs Kit St. John

Sept 21%, 7 pm: Kittery Tabor Fourm, Tarren Bragdon vs Ed Cervone

Sept 27 7™ Penobscott Valley Council of Gov't; Spm.. Mark Gray vs Tarren Bragdon

. 8ept 27": Harpswell Community TV, Scott Moody and Bill Becker

Sept 29™: Western Maine Legislative Caucus. Ed Cervone vs Seott Moddy

Oct 3™ Bath Library Forum Kit St. John vs Scott Moddy

Oct 4™ **™: Piper Shores, Bill Becker

Qct 5th, 7:15 am; Winthrop Chamber of Commeree: Kit 5t John vs Scotf Moddy
Oct 9", 6 pm: Yarmouth Unitarian Church; Church Men’s Club, Kit 8t. Jobn vs Bill
Becker :

Oct 1 1"’_1 7:30 am; USM, Larry Benoit vz Bill Becker

QOct 12", 6 pm: UMO TABOR Debate, Kit St John Vs Scott Mopdy

Thurs, Oct 12", 7 pnx: Harpswell TABOR Forum. Bill Becker and Roy Lenardson.
Thurs, Qct 127, 1 pm: Augusta Kiwanis mecting with Bill Becker

Oct 17™ 7:30 pm: Alfred TABOR Forum; Mary Ann Gleason vs Seott Mpody

Oct 19™ Gardiner Rotary Club, Tarren Bragdon

Oct 20", 7 pm:  Elliot Tabor Forum; Mary Ann Gleason vs Tarren Bragdon .
Sunday, Oct 22™, 1 pm: Cape Elizabeth Tabor Forum; Naney Kelleher vs Bill Becker
Mon, Oct 23", 7 pm: Cumberland Congregational Chureh, Lions Club, Nancy Kelleher
vs Bill Becker

Momn, Oct 23™, 6:30 pm: Rockland TABOR Forum; Ed Cervone vs Scott Moddy

Upcoming engazemenis

Tues, Oct 24", 7 pm: Topsham TABOR Forum; Ed Cervone vs Tarren Bragon

Wed, October 25", 5 pm: United Way TABOR Forum, York Comnmumnity College, Mary
Amn Gleason vs Bill Becker

Wed Ot 25" 6:30 pm: Camden TABOR Forum; Lisa Pohlman vs Scott Moddy

Mon, Oct 307, 7 am: WGAN radio debate. Dennis Bailey vs Bill Becker

Tues, Oct 31%, 7:30 am: Portland Chamber of Commerce, Jeanne Hulit vs Bill Becker

A6/ 58
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Budget and Tax News
Jan. 12, 2006

Maine Has Momentum

Momentum for TABOR also continues in Maine, which joins
Oklahoma, Pennsylvania, @and more than 20 other states where
advocates are pursuing enactment of a TABOR. Bill Becker,
executive director of the Maine Heritage Policy Center, was
unfazed by Colorado's vote. Becker is helping lead the charge for
the statutory Taxpayer's Bill of Rights that will likely be on the
ballot in Maine in November 2006.

"The Caolorado vote is proof that TABOR works," Becker said.
"TABOR allows the people paying the bills, not politicians, to have
the final say in exceeding tax and spending limits."

Maine citizens shoulder the highest combined state and local tax
burden in the nation, with an average rate of 13 percent of
income, according to the Tax Foundation. Colorado has one of
the nation's lightest tax burdens, ranking 44th in the nation at a
rate of 9.2 percent of income.

The Small Business Survival Index 2005, published by the Smali
Business & Entrepreneurship Council, shows Colorado as having
one of the nation's best husiness environments--and Maine
nearly the worst. Colorado ranks 10th and Maine 49th. Only
California and the District of Columbia have worse business
environments, according to the Survival Index.

From the Lewiston Sun Journal
Sunday, Aug. 20, 2006

TABOR backed by funds out-of-state funds
Big benefactors boost national effort to enact spending caps

LEWISTON - Mary Adams and the Maine Heritage Policy Institute
are the public faces on the drive to enact a Taxpayer Bill of Rights in
Maine, but much of the financial support so far has come from the
same people who are supporting similar efforts around the country.
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In Maine, much of the inteilectual muscle for TABOR has been provided
by the Maine Heritage Policy institute.

Founded in 2002, one of the first topics that the Portland-based
conservative think tank tackled was the notion of limiting taxation and
government spending. ‘

"This has been an issue we've been passionate about from the very
beginning,” said Bill Becker, the president and CEO of Maine
Heritage.

MHPC wrote the Maine version of TABOR two years ago as model
legisiation, Becker said. It was introduced in the Legislature but was
not enacted. :

"We put it out there for anybody who was interested,” Becker said.
Maine's law is based on Colorado's, with improvements, Becker said.

"The Maine TABOR was written specifically for Maine," Becker said.
"Did we consult with people? Absolutely. ... This idea is sweeping the
nation because taxpayers are fed up.”

And, Becker said, it should be a national idea.

"We're tired of being at the bottom of the economic barrel,” Becker
said. "Is it any wonder that other states don't want to join us?”

The Maine Heritage Policy Center has remained involved in the
pursuit of TABOR since crafting the legislation two years ago.

Roy Lenardson, a former senior policy analyst for the center, is
running the pro-TABOR campaign and remains an adviser to
Maine Heritage.

Becker, of Maine Heritage, is a frequent companion of TABOR
activist Mary Adams, who has become the public face of the
ballot initiative. He is a strong advocate for TABOR, a close
adviser to Adams and a charismatic spokesman for
conservative policies,

The Maine Heritage Policy Center has received financial support
from a number of prominent conservative-to-libertarian
funding groups. As reported by Victoria Wallack in the Lincoln
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County News in March, those groups include the Atlas
Economic Research Foundation and the 1.M Foundation.
Becker would not disclose MHPC's donor list, saying that its
confidential, and state and federal law does not require
nonprofit organizations to reveal where they get their money.

"We have received financial support from people both inside
the state of Maine and outside,” Becker said.

On its Web site, Americans for Limited Government lists
TaxpayerBillofRights.com as one of its state partners and also
links to the Maine Heritage Policy Center and the Maine Public
Policy Institute.

New York developer Howard Rich is the chairman of Americans
for Limited Government. His wife, Andrea, is on the board of
directors for Atlas. Rich, also, is heavily involved in the Club for
Growth, another national organization which supports TABOR
and reducing the size of government at all levels and was
founded by Grover Norquist, a national anti-tax activist.

" Norquist has visited Maine as a guest of the Maine Heritage
Policy Center.

Sunday, September 3, 2006
Ready, set, campaign: Batile over TABOR heats up
By TREVOR MAXWELL, Staff Writer

Copyriaht @ 2006 Blethen Maine Newspapers Inc.

Mainers have a reputation for enjoying an old-fashioned debate about
taxes.

This fall, they've got one.

The Taxpayer Bill of Rights will appear as referendum Question One on
the Nov. 7 ballot. Voters will be asked if they want to limit government

spending by tying increases to specific growth rates like inflation and
population change.

Some campaigning has gone on this summer, but the real battle
begins now. The opposing camps will spend thousands on
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advertisements and shift fundraising into high gear. They are also
arranging speaking engagements at Rotary clubs, chambers of
commerce and special town meetings from Kittery to Fort Kent.

The propaosal is championed by citizen activist Mary Adams of
Garland and the conservative Maine Heritage Policy Center. The
opponents are led by Citizens United, a political action committee that
gets its clout from the Maine Municipal Association and a list of other
groups.

"It is likely to stand out this year,” said Ron Schmidt, associate
professor of political science at the University of Southern Maine. More
families are struggling with higher costs for things like heating oil and
health care, which could generate support for a question that puts
limits on government spending, he said.

"When push comes to shove, this needs to be an issue that is front
and center," Schmidt said.

Both sides in this campaign say they want to strengthen Maine's
economy and reduce tax burdens on families and businesses. But
that's where the similarities end.

"It's a power shift from government to people, I think that's why
you're seeing government entities squawk," said Adams, who led the
fight against school funding mandates in the 1970s, "I haven't
understood the argument that it curtails democracy.”

Christopher St. John, director of the Maine Center for Economic Policy,
opposes the idea.

"The challenge for proponents is to tell the truth,” St. John said. "Their
message to date is that this is simple, and it won't lead to cuts. Itis a
simple message and an attractive one, but it isn't true.”

The proposal is éssentially a spending cap on state and local
governments, with a provision that allows voters to override the
imposed limits. About 30 states have some kind of cap laws.

The Taxpavyer Bill of Rights in Colorado stands out as the most
stringent and was the model for the Maine proposal..

"Theirs is a revenue limit; ours is an expenditure limit," said
Bill Becker, president of the Maine Heritage Policy Center.
Staffers there wrote the initial proposal two years ago. "We
took the parts that have been successful in Colorado, and we
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made changes to make it work for Maine.”

Under the proposal, towns and counties would have to base spending
increases on inflation plus population change, or on the change in
overall property values, whichever is lower. Spending at the state level
would be tied to inflation and population increases. School budgets
would be tied to inflation and enrollment.

If a town wanted to override the limit, any spending increase would
have to be approved by a two-thirds majority of the governing body,
like a city council or town meeting. The increase would then have to
gain approval from a majority of all voters.

At the end of each fiscal year, any state revenue surplus would be split
up, with 80 percent for tax relief and 20 percent for a state rainy day
fund.

Larry Benoit, a strategist affiliated with Portland-based Bernstein Shur,
says the plan is a bad idea.

"It will ultimately rob communities of local control,” said Benoit,
campaign director for Citizens United. "Only the Legislature will be able
to change it. If 8 community does not vote for TABOR, it will still have
to live with it.

The two-thirds requirement for the override is a problem, Behoit said,
because it allows a minority to block spending increases that have the
support of the majority.

"It's a one-size-fits-all formula that ignores local conditions and
regional conditions with respect to cost," Benoit said.

The proposal is the latest in a string of citizen-initiated referendums
and legislative moves responding to unease over taxes.

Voters in 2003 approved a plan to boost state aid to schools to 55
percent of the operating budgets. Another referendum in June 2004
reaffirmed that plan, but legislators later moved to spread the increase
out over four years. In November 2004, a referendum brought forward
by Carol Palesky was shot down at the polls. It would have capped
property taxes at 1 percent of the appraised value.

Two months later, the Legislature adopted the bill known as LD 1, It
boosts school aid, puts a cap on how much towns and cities can collect
in property taxes and expands two tax breaks. LD 1 placed Maine
among the 30 states with similar cap laws. But Adams said the caps
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are too lenient and people negd immediate relief.

The central question at this pgint is unavoidable: Will the proposal
bring budget cuts"

"When you apply the formula , roughly 35 percent, or 172 of Maine
municipalities, would actually have outright budget cuts to comply,"
Benoit said. "Thirty-one percent of schools would face budget cuts.”

Benoit was quoting an analysis released in June by the Maine Municipal
Association, which opposes the bill. The town of Guilford in Piscatiquis
County, for example, saw & 28 percent decline in valuation last year,
That would mean municipal bddget cuts of 28 percent, according to
Benoit and St. John,

"Change can be a positive or negative percentage," Benoit said. "We're
very confident in our interpretation of this."

Those who wrote and support the bill, though, say it never
requires cuts. The worst that can happen, they say, is flat
funding year to year. Using the Guilford example, voters in
town would have several options, said Becker of the Heritage
Policy Center.

They could keep the same budget levels from the previous
year, or they could use the override process to increase
spending. Voters also could cut the budget, Becker said.

"This law is meant to restrain excessiv ‘government growth,"
he said. "That is the fundamental issue,”
|

Two other major disagreements will continie to play prominently in
the campaign. The sides disagree on how cumbersome the override
process would be, and whether it would be feasible in most
communities. The other question is about how the law has worked in
Colorado, which adopted its Taxpayer Bill of Rights in 1992,

Last fall, voters in Colorado suspended a kay provision in the law. They
allowed the state Legislature to spend neariy $4 billion over the next
five years, money that otherwise would have been returned to
taxpavers.

Both sides in Maine have signed up a long list of speakers from
Colorado, ranging from ranchers to Republican Gov. Bill Owens. Some
will try to convince Mainers that the bill has failed, leading to an
erosion in schools and economic development. Others, like Qwens, will
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say the bill has succeeded, bringing new jobs and people into the
state, and cutting unnecessary spending.

The long list of ambiguities colld make it tough for voters to decide.
But everyone can expect a spiiited debate: Taxes are one issue about
which residents are generally not shy.

"I hope that it gets the attention of the paliticians and shows them the
citizens are fed up and they should change the way we are taxed,”
said George Fogg of North Yarmouth, a retiree whose annual property
taxes have risen from $600 to $2,300 in the past two decades.

Kimberly Whipkey, a college student who grew up in Portland, is on
the other side. She has a younger sister in public school and does not
want to see a drop in the quality of programs.

"I'm worried that the implications of this formula will mean severe
spending cuthacks for the things Mainers care about, like education,
health care and public safety.”

Staff writer Trevor Maxwaell can be contacted at 791-6451 or at:

tmaxwell@pressherald.com” >tmaxwell@pressherald.com

Mainers to vote on referendum to limit
government spending

Saturday October 14, 2006
By CLARKE CANFIELD
Associated Press Writer

PORTLAND, Maine (AP) For the second time in two years, Mainers will vote on
an initiative that aims to rein in government spending and cut taxes, but
which opponents say will slash government services and do nothing to help .
the state's lagging economy.

If approved in the Now. 7 election, the Taxpayer Bill of Rights would limit
spending at all levels of government to the rate of inflation plus population
growth, while requiring voter approval for all tax and fee increases.

Mary Adams, a 68-year-old grandmother from Garland, pop. 1,200,
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spearheaded the signature drive to get the quéstion on the ballot, She led a
similar referendum initiative 30 years ago that overturned the statewide
property tax. 0 |

Government, Adams maintains, has been spending at an unsustainable rate,
causing high taxes and hurting the economy.

" "We are the poster child for overspending. We are No. 1 in the local and
state tax burden,” Adams said, * " So it's very obvious to Maine people that
they've got to do something."

Opponents are making the same arguments they used when arguing against
a 2004 tax cap referendum, which failed at the polls by a nearly 2-to-1
margin.

If voters approve the Taxpayer Bill of Rights, or TABOR, schools will suffer,
roads will fall into disrepair, police and fire departments will be underfunded,
opponents say. The measure takes away local control and will hurt not help
the economy, they say.

While there's little disagreement that tax reform and property tax relief are
overdue, TABOR is not the right solution, said Larry Benoit, campaign
manager for an anti-TABOR group called Citizens United To Protect Our Public
Safety, Schools and Communities.

" "This is a fatally flawed proposal and will not properly address these
issues," Benoit said.

The Maine referendum is one of many nationwide that attempt to limit taxes
or government spending, according to the Washington-based National
Taxpayers Uinion.

Proposals to limit state government spending are on the ballot in Nebraska
and Oregon. Initiatives in South Dakota, Washington, South Carolina, New
Jersey and Arizona deal with property, inheritance and sales taxes, and even
taxes on cell phones, said Pete Sépp, spokesman for the group, which
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supports lower taxes.

Conversely, ballot initiatives in California, Alaska and elsewhere call for
additional taxes on oil production, tobacco, corporations, natural gas and
land parcels, he said.

" The level of ballot measure activity is the strongest we've seen in probably
a decade,” Sepp said.

In Maine, groups opposed to TABOR raised rmore than $1 million by the end
of September more than four times as much as supporters had raised.

Polls, however, show more suppont than opposition for the referendum,

although the gap is thought to be|shrinking.

Two years ago voters soundly rejected the so-called Palesky tax cap
referendum, a California-style taxl cap named for tax activist Carol Palesky
that would have limited property taxes to 1 percent of a property's assessed

value. TABOR, by comparison, would place limits on governmment spending.

Both proposals represent a revolt|against Maine's high tax burden. This year,
Mainers paid 13.5 percent of their incomes toward state and local taxes, far

above the national average of 10.6 percent, according to the Tax Foundation
in Washington, D.C.

The Maine Heritage Policy Center,|a conservative think tank, crafted the

language for TABOR using as its model Colorado, which adopted a version of
a Taxpayers' Bill of Rights in 199 s

|
Maine's TABOR would allow chvernment to grow at a * " reasonable”
rate of around 3 percent a year, with any revenues above that limit
going to reduce taxes, said Bill Becker, CEQ and president of the
policy center. The state budge#&, he said, has doubled in the past

decade, |

The goal of TABOR, he said, isto invigorate the state's economy.
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Maine has suffered from slow job and pérsonal income growth, and a
Federal Reserve Bank analysis last spring said that Maine was one of
only two states the other being hurricane-ravaged Louisiana that
experienced an economic decline last year.

" *We've been promised for 30 or 40 years that we could borrow and
spend our way to prosperity, but look where we are,"” Becker said.

TABOR has been endorsed by a number of business groups, including the
Maine Oil Dealers Association, the Portland Regional Chamber, the Maine
chapter of Associated Builders and Contractors, and the Maine Restaurant
Association.

At least six town councils also have endorsed TABOR, which has surprised
some people since the councils are the ones that hand out the money.

Steve Ross, chairman of the Scarborough council, opposed the Palesky tax
cap proposal in 2004 but said he voted to endorse TABOR. because * " state
government is totally out of control."

" *If taxes are a little lower and there are fewer public employees and people
need to do a little more on their own, I think that would be healthy,"” Ross

said.

Opposition groups include government agencies, unions, the Maine chapter of
AARP, some business groups and the head of Maine's Roman Catholic
diocese. They say TABOR won't do what it promises and will take away local
control of budgets. They say the devil is in the details of proposal.

For instance, if TABOR were now in effect, its formula on municipal and
school budgets would have forced 41 percent of school districts and 36
percent of municipalities to cut their budgets this year, opponents say.

Christopher Lockwood, executive director of the Maine Municipal Association,
said the initiative contains too many ambiguities and unanswered questions.
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|

|
Why, he asks, does TABOR requir& two-thirds of a governing body instead of
a simple majority to initiate a citi%en referendum to override the measure
and increase spending beyond thé limits? How will it apply to quasi-
governmental agencies, such as J‘vater districts? And how will it affect
municipalities that hold town me%tings to vote on their annuai budgets?

|
" 'It's one of those situations whére the more information people are given

about the proposal, the more thei«'ll understand some of the problems,' he

said. |

Critics say Colorado’s version of a Taxpayers' Bill of Rights has hurt schools,
roads, health care, libraries and public services in that state, and will do the
same in Maine.

Ironically, TABOR supporters hold up Colorado as an example of how TABOR
will succeed; they say Coloradoe's taxes fell and economy boomed after voters
approved TABOR there.

Mainers will decide for themselves in a little more than three weeks,

In Scarborough, Ross says he hears little talk about the measure a stark
contrast to two vears ago before the Palesky tax cap referendum.

" *Maybe TABOR is a much more reasonable proposition so it doesn't make
people as upset,” he said.

On the Net:
Taxpayer Bill of Rights: www.taxpayerbillofrights.com

Citizens United to Protect Our Public Safety, Schools and Communities:
www.notabor.org

(Copyright 2006 by The Associated Press. All Rights Reserved.,)
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Policy Soundings- TaBor: Taxpayer Bill of Rights
Sponsored By: Wright Express, Pictce Atwood and Aetna

Description:

TaBor: Taxpayer Bill of Rights
Join us for a debate on the Taxpayer Bill of Rights, moderated by Ralph Lancaster, Esq., a
partner with Pierce Atwood LLP.

Presenting in favor of the measure is Bill Becker, President & CEO of The Maine Heritage
Policy Center.

The opposing point of view will be presented by Jeanne Hulit on behalf of No on 1, Citizens
United Against TaBor,

Breakfast begins at 7:30 and the program begins at 7:45am.

Please register by October 25th.

Payment is expected at the time of registration. Cancellations must be recieved in writing at least
48 hours prior to the event for a refund.

10-19-2006

Impact of TABOR up for debate

By Deborah McDermott
dmcdermotti@seacoastonline.com

Complete Maine News Index

The Taxpayer Bill of Rights debate continues to simmer, with the release this
week of an analysis of its impact on schools. And local superintendents say the
results have sertous implications for the future of public education.

The Maine Municipal Association this week released the data, which has already
drawn fire from the bill’s author, the Maine Heritage Policy Center.
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TABOR, as it is commonly called, will be on the ballot in Maine this November. It
govems spending at the state, municipal, county and school levels.
The MMA analysis is based on the impact TABOR would have if it was in cffzct
durmg the current fiscal year. Under TABOR, the formula for determining each
year’s school budget would be based on the Consumer Price Index plus the
school’s enrollment.
According to the analysis, Kittery would have seen a reduction in spending of .38
percent; York, an increase of .58 percent; and SAD 35, which includes Eliot and
South Berwick, an increase of .48 percent.
By contrast, voters this spring approved FY 07 budgets with a 4.7 percent increage
in Kittery, a 4.5 percent increase in York and a 3 petcent increase in SAD 35.
"The change, if this were to pass, would be dramatic, drastic and take place
immediately," said Kittery superintendent Larry Littlefield, who 1s also president
of the Maine State Superintendents Association executive committee.
Maine Heritage Policy Center’s Jason Fortin said the MMA analysis is
flawed. TABOR’s school requirements are intended only for School
Administrative Units, such as SAD 35, and Consolidated School Districts - not
those school departments that are wholly in a single town like York and
Kittery. Those would fall under a different, municipal formula.
Any other inferpretation, he said, is "categorically not being honest."
Not so, says MMA legislative advocate Kate Dufour. "That may have been their
intent," she said, but according to state law, municipal school districts are included
in the definition of a school as defined by TABOR.
This lack of clarity "ought to raise a lot of red flags,” said Littlefield. "How can
you know what you’re voting on?"
Henry Scipione, superintendent of the York schools, said a one-half of 1 percent
increase, if in fact the MMA analysis is true, would be devastating.
"If you look at fuel costs alone, that’s going to take care of one-half of 1 percent
hands down. Services are going to need to be cut back, 1n SONIE CASEs
significantly."
There is an override provision, but it would require a two-thirds majority vote of

© town meeting or town council, followed by a majority vote at the next municipal
election.
"What’s a democracy?" asked Scipione. "Is it a simple majority? It used to be - not
a two-thirds vote."

Sunday, October 08, 2006

COLUMN: By JASON A. FORTIN
Passing it means lower taxes, Omore economic opportunity

Copyright © 2006 Blethen Maine Newspapers Inc.
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This November, Maine voters will have the Taxpayer Bill of Rights
proposal before them. The proposal provides Mainers with the
opportunity to lower their taxes, an action that will promote an
environment for greater economic growth and job creation.

Having grown-up in Oakland, I have seen firsthand the economic
struggles Central Maine has faced over last decade. Whether it was the
Scott Paper Mill Closing in Winslow, or the Dexter Shoe Company
closing its Dexter plant, Mainers know the sting of losing good-paying
jobs. ‘

While the Central Maine region, just like other areas of the state, has
made some progress in rebounding from specific job losses, the state
economy cnntin‘ues to fall below its potential.

Consider these facts:

n According to the latest U.S. Census Bureau data, Maine's level of
taxation is almost 25 percent higher than the national average;
making it the third highest in the nation.

n More Mainers are on Medicaid than the total number of students in
the K-12 education system.

n The Federal Reserve Bank of Boston said recently that in 2005, only
two states in the nation saw a decline in economic activity: Maine and
hurricane-ravaged Louisiana.

While sobering, these statistics are by no means carved in stone.
Mainers can and will overcome these challenges, and in doing so,
unleash Maine's economic potential. The key catalyst for overcoming
these challenges is the Maine Taxpayer Bill of Rights.

The first step in addressing the high level of taxation is to control the
growth in government spending because that determines the level of
taxation. The Taxpayer Bill of Rights provides the spending restraint
necessary to lower taxes while allowing for a reasonable growth
allowance for state and local governmental spending based on inflation
plus population growth.

In fact, the Maine Taxpayer Bill of Rights would provide significant
state and local growth allowances worth an estimated $191 million per
fiscal year. Such a growth allowance ensures your roads are plowed;
firefighters, policemen, and teachers are provided pay raises; and
programs to protect the needy are appropriately funded,



12/87/2086 17:57 ZATZEVETVS ETHICS COMMISSION PaSE 21758

If lawmakers want to exceed the growth allowance, all they have to
do, as they already do with bonds, is ask for the voters to approve the
additional spending.

In addition to providing for annual growth allowances, the Taxpavyer
Bill of Rights gives voters the final say over what new, or increased,
taxes and fees are imposed by politicians. This pravision provides
taxpayers with the added security of knowing what tax is being raised
or created. It is reasonable for voters, not politicians, to have the final
say over what new taxes or fees are imposed on them.

A portion of tax dollars collected that exceed the growth allowance are
put into a budget stabilization fund. Even more excess revenue is
returned to the taxpayer in the form of rebates or tax rate reductions.
That budget stabilization fund establishes a significant cash reserve in
the event of a budget crisis. '

Leveling Maine's tax burden is vitally important to allowing Maine
employers to be economically competitive with the rest of the nation,
or the world for that matter.

A multitude of academic studies have shown that high levels of
taxation are a serious impediment to economic growth, and such an
impediment is especially great in Maine, where taxas are nearly 25
percent higher than the national average.

The Taxpavyer Bill of Rights is a reasonable and effective tool to begin
lowering Maine's tax burden. Lowering taxes will allow for the
emergence of strong and vibrant [ocal economies that provide good
paying jobs for Mainers.

lason A. Fortin, a graduate of Waterville High School and Bowdoin
College, is the director of communications for The Maine Heritage
Policy Center. '
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Improving Mainers’ Incomes

by I. Scott Moody, MLA.

This report coneludes that at the end of the day, the Maine Taxpayer Bill of Rights will mean mors money in Mainets’ pock-

ets. The analysis updates and expands on a previous study that examined the positive impact of the Maine Taxpayer Bill of

Righits (see The Maine View, Vol. 4, Tssue Nao, 5, “A Taxpayer Bill of Rights: The Cure for Maine’s High Taxes™). The up-

date includes new state and local tax data and economic forecasta frotm the U.5. Cengus Burean, along with new dynamic

modeling of the positive effects that the Maine Taxpayer Bill of Rights will have on the Maine economy. The dynamic eco-
" nomic modeling was performed by the Beacon Hill Institure's State Tax Analysis Modeling Program (STAMP).

The Maine STAMP model is a comprehensive mode] of the Maine economy. It is designed to capture the principal effects of
tax and spending changes on the economy. It iz a five-year “dynarnie” computable general equilibrium mode], As such, it
provides a mathernatical description of the economic relationships among producers, hovwseholds, government and the rast of
the world. The Maine 3TAMP model demonstrates how a lower level of state taxes under the Taxpayer Bill of Rights will
resuit in higher ineomes for all Mainers (Jocal taxes are exclnded in the STAMP model analysis. See Methodology and Ap-
pendix sections for more detail on the model).

Key findings imclude:

& When accounting for both lower taxes and inercased cconomic activity due to the Maine Taxpayer Bill of Rights, Maine's
level of state and local taxation as a percent of personal income will return to the national average by fiscal year (FY)
2019-—after a 43 vear hiatus.

& In FY 2019 alons, Mainer’s will save $2.3 billion in taxes ($1.8 billion in 2006 dollars) and will bave $560 million (5441
million in 2006 dollars) in more income duc to economic growth spurred by the Maine Taxpayer Bill of Rights,

& In FY 2019 alone, the Maine Taxpayer Bill of Rights will provide Mainers with an additional $3,782 dollars ($2,980 in
2006 dollars) per houacholds to spend—35$2.893 due to lower taxes and $888 due to higher incomes.

Chart 1
Mainer's Flousehold Income Improves Under the Taxpayer Bill of Rights
State Fiscal Years 2008 to 2019
4000

3500 RS

3000 —— e e e

2500

2000
1500
1000

500 -

Incecase in Household Incomes

2008p 200% 2010p 2011p 2013p 2013p 2014p 2015p 2016n 2017p 2018p 2019p
Slaie Fxscnl ‘!"car

AT AR e
A & TME MAINE HERITAGE ROLICY ECMTEA




12/87/2086 17:57 ZATZEVETVS

Vol 4, lssue No, B

ETHICS COMMISSION PaSE 23758

What is the STAMP Model?

The Maine STAMP rmodel is a comprehensive model of the
Maine economy, designed (o capture the prineipal effects of
tax and spending changes on the economy. It is a five-year
*dynamic” computable general equilibrium tax model. As
such, it provides a mathematical description of the economic
relationships among producers, households, govemment and |
the rest of the world. Tt is general in the sense that it takes all
the important markets and cash flows inte zccount. Itis an
equilibrium medel because it assumes that demand equals sup-
ply in every market (goods and services, labor and capital); this
15 achieved by allowing prices to adjust within the model {i.c.,
prices are endogenons). The model is computable because it
can be used to generate numeric solutions to concrete policy
and tax and apending changes, with the help of a computer.
And, it is 2 tax, model because it pays particular attention to
identifving the role played by different taxes and spending.
(see Appendix for details on the construction of the STAMP
model}

In essence, the STAMP model quantifies how government tax
and spending policies affect the rate of economic development,
If taxes go up, then there are fewer resources in the private
sector for consumption and investment, lowering the growth
potential of the economy. Some of this is compensated for by
higher government spending, but there are “‘deadweight losses”
azssociated with taxation that can not be compensated for with
higher government spending. ‘

Deadweight loss is a tenm used by economists to describe the
economic inefficiencies created by taxation, such as when tax-
payers reduce work amd/or consumption or shift income to
avoid taxation. In other words, the very process of transferring
resources from the private to the povernment sector results in a
pertmanent loss of potential economic output. Overall, the pri-
vate gsector not only has fewer resources due to taxation, but
must also bear these “deadweight losses.”

For example, Dr. Martin Feldstein, president and CEQ of the
Mational Bureau of Economtic Research, estimated that the
1993 Federal income tax increase resulted a deadweight loss of
$2 for every $1 raised in taxes.[1]

On the other hand, lower taxes due to the Maine Taxpayer Bill
of Rights will increase resources within the private sector and
reduce deadweight Josses on the economy. As a result,
Maine’s economy will gencrate more jobs, increase investment
and boost persenal income. Table 1 shows the results of the
STAMP model’s simulation of the economic benefits associ-
ated with the Taxpayer Bill of Rights. In FYs 2008 (the first
year under the Taxpayer Bill of Rights), 2009 and 2010, per-
sonal income will grow by $178 million, $214 million and
5248 million, respectively; employment will grow by 4,441
jobs, 4.282 jobs and 4,124 jobs, respectively; and investment
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will grow by $10 million, $16 million and $21 million, respec-
tively.

Keep in mind, however, that the STAMP model only incorpo-
rates the effects of lower state level taxes. Unfortunately, due
to data constraints, the STAMP model iz unable to forecast
changes to the economy due to lower property taxes at the local
level. Lower property taxes are approximately half of the total
tax savings created by the Taxpayer Bill of Rights. As a result
of the Maine STAMP mode] limitations, the shown economic
benefits of a lower property tax burden resulting from the
Maine Taxpayer Bill of Rights is grealy understated.

The Taxpayer Bill of Rights Equals Higher Economic
Growth and Lower Taxes

When looking at the level of state and locat taxation as a per-
cent of personal income, there are two ways to reduce taxes.
The firat iz direct, through a reduetion in tax burdens through
lepislative action. The second is indirect, by boosting the
growth in personal income. Fortunately for Mainers, the
Maine Taxpayer Bill of Rights will do both by lowering tax
burdens via spending restraint. In the long run, lower tax bur-
dens will make Maine more econorically competitive, leadite
to greater job and income growth. Chart 2 and Table 3 show
that when both factors are taken into account, Maine’s level of
state and local taxation ag a percent of personal ineome will
return to the national average by FY 2019, two years faster
than previously estimated.[2]

By FY 2019, Maine’s ranking of state and local tax colleetions
as a pereent of income will fall to the 19™ highest in the nation.
For more information on Maine’s historical state and local tax
burden sec Maine Issue Brief “An Update of Maine’s State and
Local Tax Collections.”[3] Maine's ranking has not been that
low sinee FY 1977—a 43 year hiatus!

Table 1
STAMFP Model Projection of Economie Feedback due to Eco-
nomic Growth (Generated by the Maine Taxpayer Bill of Rights
State Figeal Years 2008 to 2010
| 20080 | zo09p [ 20i0p
Personal Income (Dollars in Billions)

Baseline Economic Growth $41.740 541,740 541,740
Diynamic Economic Growth $41.819 $41.054 541.08%
Difference 20.178 £0.214 F0.248

Employment :
Bascline Feonomic Growth 3621,000 $626,200 $630,149
Drynainic Economic Growth $626,341 5630,482 $634,273
Difference 34,441 54,282 $4,124

Investment (Dollars in Billions)
RBaselitic Economic Growth 55.207 §5.275 55.344
Drynamic Economic Growth £5.217 Bs2ml ¢ 33365
Drifferenge $0.010 0016 | 80021
Source: Maine STAMP Model.
Page 2
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- Table'2
Maine's Historical State and Local Tax Collections
State Fiscal Years 1950 to 2004
Daollars in Thousands
. State and Local
State Fiscal Year sz:mal State and l._nc:a] Tax Colice- Fear-owor—car | Peroont of Pergonal
tions as a Percent of Personal Ineome Total Rank
Percent Growth [neame
1950 7.36%9% $82,173 - 7.64% 22
1951 7.33% $88,319 7.5% 7.71% 22
1952* 7.36% $105,573 19.5% B.40% 14
1933+ 7445, $109,953 4.1% 8.37% 13
E954 7.60% F112.917 2.7% 8.52% 18
1335 7.74% F119,723 6.0% 8.53% 20
1055 B.12% §133,55¢ 11.5% BRI k]
1957 8.29% £143.655 T.46% 9.05% 23
1958 8.38% BLST662 9.8% 9.57% 12
1959 3.57% 5162,265 2.9% 9.47% 19
1960+ 9.03% $188,420 16.1% 104604 9
1961+ 9.32% $1482,172 3.3% 9.78% 20
1962 8.45% 5191,337 5.0% 10.01% 18
1963 9.53% R201,574 5.4%% 117 16
1964 0.69% 213,867 6.1% 10209 19
1965 ! 9.71% $231,535 8.3% 12194 10
1966 9.87% 5248,788 T.5% 10.22% 23
1967 9.87% 257424 3.5% 9.00% 25
1962 10,03% 5270545 5.1% Q.00% 25
1960 10,300, 5301321 11.4% 10.16% 26
1970* 10.80% 5377715 25.4% 11.61% 14
(971 10.97% 5415650 10.0%% L1.30% 12
1972 11.63% 5501,194 20.6% 13.12% 7
1973 11.57% 528,745 5.5% 12,4484 7
1974 11.25% ° $5625,547 18.3% 13.51% 4
1975 11.10% fiods, 15 -3.3% 11.60% 9
1976 11.20% 5718465 18.7% 12.37% 8
1977 11.36% 716,522 -0.3% 11.04% 19
1978 11.20% TR2G,676 15.4% 1 1.60% 11
1979* 10.63% §R735,057 5.9% L1.05% 17
1980% 10 27% 5965,543 10.3%4 10.88% 12
1931* 10.02% 51,062,612 10.1% 10.72% 13
1082 ' 997, $1,152,369 B.5% 10063% 13
1033% 0.95% 51,240,012 7.6% 10.60%, 12
19384 10.29% 51,420,538 14.6% 11.09% 12
1985 10.31% 51,545,328 8.8% 11.00% 12
1986 10,3604 51,659,782 7.4% 10.02% 12
1987 11h.61% 51,931,357 16.4% 11.70% 7
1988 10.66% . 52207217 14.3% 12.21% 6
1989 10.64% 52,385,169 3.1% 12.10% 5
19920 10.54% F2,423,9GG 1.6% 11.57% 9
1991* : 111.62% 82,510,360 3.6% 11.65% 9
1992 10.79% 2,707,735 7.9% 12.23% 6
1993 10.3%% $2,824 806 4.3% 12.35% 7
1994 11.00% 52,914,562 3.2% ‘ 12.34% B
1005 11.03% 23,060,691 5.0% 12.46% 5
1996 10.59% $3,231,393 5.6% 12.54% 5
1997 10.85% £3,554.711 10.0% 13.09% 3
1998 10.83% - $4.012,518 12.9% 13.95% 1
1999 10.72% $4,082,360 1.7% 13.45% 2
2000 10.76% 54,262,142 4 494 13.28% 2
2001% [0.67% $4.420465 3.7% 12.95% 2
2002 10.29% 54,541,146 2.7% 12.77% 2
2003 i0.42% 34,697,067 31.4% 12.82% 2
2004 10.74% 35,009,192 5.6% 13.05% 3
Average Atmugl Inereasc 0.46% 530,582 776% Q.94 -
Mote: "*" on year denotes a recessionary quarter(s).
Bource: 11.5. Censys Byreay, Bursau of Economic Analygis, MHPC Calculations.
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Chart 2
Maine's State and Local Tax Collections as a Percent of Personal fncome
State Fiscal Years 1950 to 2019
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Table 3

Maime's Projected State and Local Tax Collections under the Taxpayer Bill of Rights (Effcctive FY 2008)
State Fiscal Years 2005 to 2019
Dollars in Thousands

State and Local
Gpal: Natipnal
State and Local
State Fiscal Year [Tax Collections as) Total Year-over-Year | Percent of Per-
8 Percent of Per- otz Percemt Grawth | sonal Income Rank
sotial Income (g)
2003p 10.74% 55,307,048 - 13.13% 3
20060 10.74% 53,324.0530 4,1% 13.02% 3
2007p 10.74% £3,709,741 4% 12,85% 3
2008 (TABQR) 10.74% $5,803,642 2.7% 12.61% 3
2009 (TABOR) 10.74% 56,024,761 2.7% 12.32% 3
2010 (TABOR) 10.73% §6,193.350 2.8% 12.18% 3
2011 (TABOR) 10.74% $6,370,890 2.9% 11.99% 4
2012 (TAROR) 10.74% §5,560,636 3.0% 11.81% 5
2013 (TAROR) 10.74% 56,700,748 3% 11.64% 7
2014 (TABOR) 19.74% 56,969,761 3.1% 11.48% ]
2015 (TABOR) 10.74% $7.189.974 32% 11.33% 1
2016 (TABOR) 10748, $7,421,492 32% 11.19% 12
2017 (TABOR) 10.74% §7,660,956 312% 11.05% 14
2013 {TABOR}) 10.74% 37,905,071 32% 11.91% 14
2018 (TABOR) 10.74% 58,156,284 1.2% 10.77% 19
Avcrage Annual Increase (TABOR Years Only, 2008 to 2009 - F191,054 2.79% -1.31% -

(a) Held constant.
) State Tax Collections for FY 2005 are actual not prajected.

Source: U5, Census Burean, Bureau of Economic Analysis, MHPC Caleulations based on STAMP Model and Maine State Government data-see Methodology
Bection fot mare details.
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Mainer’s Reap Financial Benefits from the Maine Tax-
payer Bill of Rights

At the end of the day, the Maine Taxpayer Bill of Rights means
more money in Mainer's pockets. Mainers will enjoy higher
disposable, i.e,, after-tax, personal income becanse of Tower
overall taxes and preater economic growth,

As shown in Table 4, under the Maine Taxpayer Bill of Rights
n FY 2008, Mainers will have a net increase in disposable
personal income of $320 million (5307 million in 2006 dol-
lars). This amounts to an increase in disposable personal in-
come of §520 per household ($459 in 2006 dollars). Mainers
will save $142 million in taxes (5136 million in 2006 dollars)
and will have §178 million ($171 million in 2006 dollars) more
n income from incteased economic activity due to the Tax-
paver Bill of Rights.

More impressively, by FY 2019, the increase in disposable
personal income is significantly greater. In FY 2019 alone,
Mainet s will save $2.3 billion in taxes ($1.8 billion in 2006
dollars) and will have $560 million ($441 million in 2006 dol-
lars) more in income—a net benefit to disposable personal in-
come of $2_8 billion ($2.2 billion in 2006 dollars). This
amounts to an increase in disposable personal incorne of
$3,782 per household ($2,980 in 2006 dollars). See Chart 1(b)

The Maine View

Septermber

in the appendix for the dollar increase in household income
adjusted for 2006 dollars,

Methodology
STAMF Model

The “dynamic” analyais provided by the STAMF model per-
tains to FY 2008 (the first year the Taxpayer Bill of Rights will
be in effect) to FY 2010, Sinee the model does not project
beyond FY 2010, this study assurnes that increase in personal
income comntinues to grow at a linear rate based on the 3TAMP
model's FY 2008 to FY 2010 projections. This assumption
was desmed to be an acceptable extrapolation of the STAMP
madel’s results by the Beacon Hill Instiate,

The STAMP analysis is an understatement of the positive eco-
nomic benefits of the Taxpayer Bill of Rights because the
STAMP model only estimates the effects of lower state Ievel
taxes~—which represent about half of the total tax reduction due
o the Taxpayer Bill of Rights, The estimated tax reduction
was simulating by using 2 proportional reduction in the indi-
vidual income tax, corporate income tax and the sales tax.

The attached Appendix is the official STAMP documentation
written by the Beacon Fill Institute,

Table 4
Mainer's Finances Improve Under the Taxpaver Bill of Rights
State Fiscal Years 2008 to 2019
MNominal Dollars FY 2006 Dirllars
; Tatal .
Higher , 1 Total Higher Total Change| ... Total
Change in | Higher . s Higher :
Personal - : : y Change in | Personal | Tax Sav- [in Disposahble . Change in
State Fiseal Year | ncome |12 S2vings| Disposable | House- | House- | g bncome ings Personal | FlOUSe~ | FOUSE: |y ohold
(Dollars in [ Personal hold  Jhold Tax| . hold  |held Tax| _.
{Dollars : Disposahle | (Tollars | {Dollars in)  Income . Disposable
h Thousandg}| Income | Persanal| Savings ; . | Personal | Savings
it Thou- ; Personal |in Thou- [Thousands)| (Dollars in Personal
(Dallars in | Incotne Income
sands) Thousands) Tneome | sands) Thousanda) Income
2008 (TAROR)Y  |R178.435) $141,730 | $320.165 | 3318 $202 5520 |KI71188) §135974 | $307.162 £305 £104 $440
2009 (TABOR)  |$214,170| $291,286 | $505,455 | 8378 311 5789 [%201,783) 5274,439 | 5476221 5350 5387 $743
2010 {TAROR) |$247.R40| $449,172 | 8687012 | 5433 5627 F1.060  [§229,349) $415,661 | 5645010 3400 $380 foal
2011 (TAROR)  [B282.542| BG14,60% | 5897241 ja38 %349 51,337 |5256,817) $358,732 | 53815549 $443 5772 51,215
2012 (TABQR) [$317244| §785,446 | 51,102,691 | 8542 | 51,074 | $1,61G6 ($283,313] §701,437 | 5984,750 5484 $930 51,443
2613 (TABOR)  [3351.947| 5964,125 | 51316072 | 3595 | 51304 | B1.800 [$308,777| $345.867 | 51,154,644 | 3522 | 51,144 $1,666
FIBGGADEE1 153,119 ] 51,539,768 | 5647 243 . § 59937 51, 3 ] 3
2014 (TABOR) 51,538, ( FE54 52,190 |$333,222 £993,783 1 £1,227,005 | 3337 | §l3M §1,887
2015 (TABOR) 421,351 £1.351,140 [ 1,772,491 | $697 | 51,789 | %2486 |$356,792[51,144,117| §1,500,900 | 5500 | $1.51% £2.1035
2016 (TABOR) B436,054| $1,558,544 | $2,014.998 | $747 | $2,0472 | 82,780 [$379,373($1,296.823| $1,676,195 | $621 | 1,699 52,320
2017 (TABOR) £400,756) 51,781,100 | £2,271.856 | 795 | $2.309 | 53,104  |$400,957|$1,455,193| 51,856,150 | $650 | $i.8%6 | $2.536
2018 {TABOR] FI23,458| 82,021,965 | §2,547,423 | 8342 | $2,503 | 53435 [B421.650{81,622,512| $2.044.162 | 4676 | 52081 52,757
2019 (TABOR) £560,160| 52280261 [ $2.840.421 | 5888 | 52,893 | 53,781 [$441.478/81,797,135| 52,238,612 | %700 | %2.2%0 52,980
Source: 11.5. Censns Bureau, Bureaw of Economic Analysis, Congressional Budget Office, MHPC Caleulations based on STAMP Model and Maine State Governd
ment data--see Methodology section for more details..
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The Taxpayer Bill of Rights

While this study focuses on the effects that the Taxpayer Bill
of Rights will have on the level of taxation in Maine; techni-
cafly, the Taxpayer Bill of Rights is 2 check on spending, not
taxes per se. Three key assumptions in this analysis are:

1. State and local budgets are always in balance (revenue
equals expenditures)

2. The current ratio of state and local taxes to expenditures re-
mains constant.

3. Growth allowances are zero o1 positive. Negative growth
allowances are not mandated by the referendum language.

[4)

With these assumptions, the same growth allowances applied
to expenditures can also be applied to taxes. Each of the fur-
mulas is presented along with their data sources and methodol-

ogy;

The growth allowsance for the state government is based on the
change in population plus the inflation rate. The projection of
state-wide population is from the Census Bureau’s population
estimate to 2030 and can be found at: .
hipswww cengus. rovipopulation/www/projections’
projgstionsagzesax himl
The projection for the inflation rate is from the Febru-
ary 2006 Report of the Consensus Economic Forecast-
ing Commission. The projection poes out to CY 2009
after which this study holds constant the CY 2009
inflation rate {2.8 percent) to CY 2020. The report
can be found at:
bt/ state e osddeeis/ofpr L]
2 '

a2 ey

The growth altowancee for local governmments 1s broken down
into two components:

Education Spending—The growth allowance
for education is based on the change in
school enrollment plus the inflation rate. The
projection for gchool entollment is from the
State Planning Office’s “Forecast of Resi-
dents Edueated at Public Expensge by Town
to 2017 and can be found at:

hup:/www stale me, Us/sho/coanomics’
econgmicsispreadshect ftles!

publicxpenseA0H Fexds

The projection for the inflation rate is same
as the state growth allowance.

All Other Spending—The prowth allowance
for all other spending is based on the lesser
of the change in property tax assessment ver-
gus the change m population plus the infla-
tion rate. The prajection in local property

€8y ﬂ%fw’wﬂf e

-~ '
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assessments is based on a linear extrapolation
of propetty assessments from 1999 to 2004
as found in “Municipal Valuation Retuim
Statistical Summary” published by the Mainc
Revenue Services Property Tax Division and
can be found at:

http:lwyow stateme ua'ravenue/propertytax/
Municipal®s205erviees?s20F Hes datahira
The change in population is based on the
State Planning Office’s “Town-Level Popu-
lation Projection to 2020 (with age cohorts)”
and can be found at:
http:farww maine govispoflanduse/docs/
Population/ TownAgeForecagtSummary, xls
The projection for the inflation rate is the
same as the state growth allowanee.

The split between “education” and “all other” spend-
ing was calculated by subtracting education spending
from total tax commitments—leaving “all other” as a
reaidual, The data for local tax. commitments comes
from the same source as local property assessments
mnentioned above., The data for education spending is
from the Department of Education’s “Mills Raised for
Education™ and can be found at:

Swww maine. povieducation/data/hud et/

Jhbm ’

Finally, the projected growth allowances calculated for the
gstate and local governments to 2019 are applied to the state and
local tax collecton data published by the Census Burean and
can be found at:

hito:/ www.consus. ooy rovs www/index it

Notes and Sources

[1] For an in-depth analysis on the cavses and economic conse-
gquenees of “deadweight losses™ see: Daniel Feenberg and
Martin Feldstein, “The Effect of Increased Tax Rates on Tax-
able Income and Economic Efficiency: A Preliminary Analysis
of the 1993 Tax Rate Increases,” WBER Working Paper 5370,
November 1995,

[2] Half of the decline was due to the new updated 1,5, Census
Bureau data which showed that the national average level of
state and local taxation as a percent of personal income 1n-
creased at a faster rate than Maine’s. The other half of the de-
cline was due to the faster economic growth and inereased per-
sonal income created by the Taxpayer Bill of Rights. In addi-
tion, this is a conservative estimate because the STAMF model
ig unable to estimate the positive growth effects of reduced
taxation at the local level,

[3] Moody, J. Scott. WMaine Issue Brief No, 1, 4n Updare of

Maine's Stare and Loeal Tax Collections, The Maine Heritage
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Policy Center, 2006. hitp:/iwww.mainepoliey,org/Portals 0/ http:Awwewmainepolicy.org Povtal s Tax paver s 20RiHL” -f._ )
Tssue o 20Rrief %2 0N e Y201 %0 20 inaD.pd T 200P320R1ets20-"020n0% 0 20bud get e 20onts o2 09-6-06. pdf
[4] Duddy, Michael A., Légal Analysis: the Maine Taxpayer

Bill of Rights Will Not Require a Local District to Reduce its

Budget from the Previous Year. 2006,

Appendix http:vwew mainepolicy ore/Portals/ 0 Maine® o 205 TAMPY
202006% 20Beacon 2 0HI* 22 0nstitute. pd T

An in depth Maine STAMP explanation is available at:

Chart 1 (b)
Mainer's Household Income Improves Under the Taxpayer Bill of Rights (In 2006 Dollars)
State Fiscal Years 2008 to 2019

Dollar Tncrease in Flowsehold Income

008p 2009p 010p 2011p 2012p 2013p 2014p 2015p 2016 2017p 2018p 201%9p
State Fiseal Year
W Household Tax Savings f Higher Household Personal Income

Raurce: [.5. Census Bursou, Burcow of Teonemic Analysis. Congrossional Bud et DIfies, MEPC Cafevlatfong baped an STAMT Madel and Mnine 81nle Government Data,

J. Scott Moody 15 Vice Pré-si-dent of Policy and Chief Economist at The Maine Heritage Policy Center. The author can be
reached at jsmoody@mainepolicy.org.

The Maine View is a publication of The Maine Heritage Policy Center that provides research, historical perspective, updates and

commentary on current public policy issues. All information is from sources considered reliable, but may be subject to inzccu-
racies, omissions, and modifications.

The Maine Heritage Poliey Center is a 501 (¢) 3 nonprofit, nonpartisan research and educational organization based in Poriland,
Maine. The Center formulates and promotes free market, conservative public policies in the areas of economic grawth, fiscal

matters, health care, and education — providing soluiionis that will benefit all the people of Maine. Contributions to MEPC are
tax deductible to the extent allowed by law.

© 2006 The Maine Heritage Policy Center
Material from this document may be copied and distributed with proper citation.

Editor and Director of Commmunications, Jason A. Fortin
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207.321.2550 (p) i
207.773.4385 (D

THE MAIRE HERITAGE POLIGCY CENTER

Page 7
| |



12/87/2086 17:57 ZATZEVETVS ETHICS COMMISSION P&SE 29758

Maine View

Fublished by The Mame Heritage Jlrr*v Center

Vol. 4, Issue No. 5 A Taxpayer Bill nf Rights: Mﬂy 5, 2006
The Cure for Maine’s High Taxes
by J. Scott Moody, M.A.
An Act to Create a Taxpayer Bill of Rights will be on the November 2006 Maine ballot. Voters will decide whether or not to

reign in state and local governmental spendmg by enacting a predetermined prowth allowance. From a tax perspective, this
restraint is important because spending is the locomotive for the tax train. In other words, spending determines taxes.

Analyses show that Maine’s level of taxation has reached unsustainable heights. As a percent of income, not only were
Maine’s state and local government tax collections a whopping 24.2 percent higher than the national average in FY 2002, but
the trend-line shows a widening disparity between Maine and the national average.

This study examines how the Maine Taxpayer Bill of Rights will arrest, and then reverse, the climb of taxes in Maine over the
next 15 years up to 2021. The study assumes that the Maine Taxpayer Bill of Rights goes into effect in FY 2008; is enacted
per the exact wording of the ballot initiative; that the growth allowances are not changed; and that other major factors, such as
social, economic and government, romain constant. Key findings include:

» Maine’s state and local taxes as a percent of personal income are at such a high level that, even under the Maine Taxpayer
Rill of Rights, Maine's taxes will not fall to the national average (10.3 percent of personal income) until FY 2021,

« Mainc's ranking of state and local taxes as a percent of persanal income will fall under the Maine Taxpayer Bill of Rights to
number 19 by FY 2021 from nurrber 2 in FY 2006,

+ Maine's state and local tax collections grow from approximately $5.6 billion in FY 2006 to $8.7 billion in FY 2021—an
average annual increase of nearly $207 million (3.5 percent).

+ High tax states, such a= Maine, arc at a great competitive economic disadvantage vis-a-vis their peer states. [1]

 Maine’s municipalities collectively grow almost $63 million per year (2.7 percent) between FY 2008 and FY 2021-—almost
539 million (2.8 percent) for education and over $24 million (2.5 percent) for all other local spending,

» This study questions LI} 1's ability to meet the statutory provision to lower Maine’s tax burden rank to the middle 1/3 of all
states by 2015,

Chart 1
Maine's State and Local Tax Collections as a Percent of Personal Income
State Fiscal Years 1958 to 2021
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What is the Maine Taxpayer Bill of Rights?

The Maine Taxpayer Bill of Rights includes both spending and
tax growth allowances based on a well defined formula.[2] A
portion of surplus tax collections above the growth allowance
are diverted to a budget stabilization fund (20 percent) and the
remainder (80 percent) is returned to the taxpayers as either a
tax rebate, or a reduction in tax rates.

The state government prowth allowance js based on the change
in state population plus the inflation rate, determined by the
Consumer Price Index (CPI). The growth allowances for local
povernments are calculated under two separate formulas,

First, the school budget growth allowance is determined by
taking the percent change in schoot enrollment and adding that
number to the inflation rate. The second half of the municipal
spending growth equation is determined by taking the lesser of
sither the percent change in property valuations, or the percent
change in population, and adding that amount to the inflation
rate,

Basically, the growth allowance ensures that government
grows as the sarne rate as the population it is serving, at & state,
local or school level, plus the rate of inflation.

Exceeding the growth allowance raquires a two-thirds majority
vole of the governing body and a majority vote of the citizens.
Additionally, the Maine Taxpayer Bill of Rights requires any
tax increase to meet the game votitg requirements. This dis-
tinction i¢ itrportant. For example, suppose the state is facing
a growth allowance of 3 percent and tax revenue growth of 5
percent. If lawmakers wanted to spend all 5 percent, they
would be required to vote a single time, according to the 2/3
supermajority voting provision, and then the increase must gain
a majority vote of the citizens. However, suppase the growth
allowance and tax revenue growth were both at 3 percent, but
lawmakers want to spend 5 percent, requiring a tax increase o
rajse the additional revenue. In this case, the poverning body
would have to meet two 2/3 supermajority votes and two ma-
jonty votes of the citizens—once to exceed the growth allow-
ance, and another in order to raise taxes. Both votes could oc-
cut on the same ballot.

The udget stabilization fund was designed to meet the rare
circurnstances when tax revenue falls below the growth allow-
ance. Funds can be transferred from the budget stabilization
fund to offset a shortfall in tax revenue. For example, suppose
the state is facing a shortfall of $100 willion brought on by the
growth allowance amounting to 3 percent and tax revenue
growth of -1 pereent. The $100 million could be transferred
from the budget stabilization fund to meet the shortfall. The
budget stabilization fund provides policymakers with another
policy altemative to raising taxes in order to meet revenue
shortfalls. This mechanism is an improvement over previous
versions of the Taxpayer 13ill of Right=s such as the one in

Colorado.
j fi//**"ryf(" mfﬂ’gfmn‘*
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Maine’s State and Loeal Tax Collections under the Maine
Taxpayer Bill of Rights

Assuming current trends in tax collections hold, the level of
taxation will contitue to rise as a percent of Mainer’s personal
income, ag shown in Chart 1. The cnactment of the Maine
Taxpayer Bill of Rights will reverse this ominous trend.

In order to forecast the tax impact of the Maine Taxpayer Bill

of Rights, a number of assumptions are necessary: the Maine
Taxpayer Bill of Rights will be in effect in FY 2008, be ch-

acted per the exact wording of the ballot initiative; that the .
growth allowances will not be changed; and that main factors,

such as social, economic and government, remain constant.

Table 1 shows the historical growth in &L tax collections as a
percent of income from FY 1938 to FY 2002. The average
annual growth rate of 5&L tax collections as a percent of in-
comme was 0.6 percent, Resulting from this growth, S&L tax
collections a3 a percent of income grew 33 percent—to 12.8
pereent in FY 2002 from 9.6 percent in FY 1935.

Table 2 shows the forecasted growth in S&L tax collections as
-a percent of income from FY 2003 to FY 2021 under the
Maine Taxpayer Bill of Rights. As a result of reasonable
growth allowanees, the average annnal prowth rate of S&L tax
collections as a percent of income will be -1.1 percent. S&L
tax collections as a pereent of income will shrink 18.9 per-
cent— to 1003 percent in FY 2021 from 12.7 percent in FY
2003—causing Maine to reach the corrent national average
for the first time since FY 1977, a hiatos of 44 years.

Chart 2 shows the annual change of nominal S&L tax, collec-
tions., Between FY 1958 and FY 2002, the average annnal
growth rate of S&1 nominal tax collections was 8.1 percent,
However, with the Maine Taxpayer Bill of Rights, the average
anmual growih rate of S&L nominal tax collections between FY
2003 and FY 2021 is a rauch reduced 3.5 percent. Even with
the lower growth rate, this growth translates into an average of
nearly $207 million in additional state and local spending
PEr VEAr.

Maine’s State and Loeal Tax Rank under the Taxpayer Bill
of Rights

Using data from the 17.5. Census Burcau and Bureau of Eco-
nomic Analysis, Chart 3 plots Maine's 8&L tax collections as a
percent of income ranked against the other 49 states. n FY
1998, Maine took the dubious distinction of having the highest
level of taxation in the nation. Since FY 1998, Maine has not
fared any better, settling into the munber 2 spot vear after year.

Page 2
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Table 1
Maine's Historical State and Local Tax Collections
State Fiscal Years 1958 - 2002
Dollars in Thousands
National State State and Local State Local
State Figcal égﬁ;g::qz?a Year-over- | Percent of Year-over- | Petcent ol Year-over- | Percant of
Year Parcent 013 Per- Total [Year Pcreent| Personal Rank Total Ycar Per- | Personal Total Year Per- | Personal
zonal Income Growth lncc.nmr: cent Growth|  Ineome cent Growth|  Income
1953* 8.4% 5157602 0.6% 13 $78,762 4.8% £78,900 4.8%
1959 8.6% $162,265 2.9% 0.5% 19 31,163 3.4% 4, 7% $81,100 2.8% 4.7%
1960* 2.0% B138. 429 16.1% 10.5% 9 $R6.020 7% 4.8% £1071,500 2529, 5.6%
1961 0.304 182,173 -3.3% 9.8% 20 590,073 3.6% 4.8% §92.100 -8.5%, 4.0%
1962 9.5% $191,337 5.0% i0,0% 15 £93,387 3.7% 4.9% 197,950 .45 3.1%
1963 9.5% $201,574 5.4% 10,2% 13 R97.774 4.7% 4.9%, 103,800 a.0% 5.2%
1964 9.7% $213.367 6.1% 10.2% 19 $1.09,667 12.2% 5.2% 104,200 0.4% 5.0%
1965 0.7% 231,535 8.3% 10.2% 19 £117,735 1.4% 5.2% 5113800 9.2% 5.0%
1965 2.0, £248,788 7.5% 10.2% 21 2127088 L B7% 3.3% $120,800 6.2 5.0%
1967 9.9%, $257.424 3.5% 10,0% 3 £132.524 3.5% 5.1% £124,900 3.4% 1.8%
1068 10.0% $270,545 5.1% 09.0% 25 146,145 100.3% 3.3% 8124400 -0.4% 4,6%
L 9B 10.4% F300,321 11.8% 10,29 26 £158.221 B.3% 5.3% 5143,:100 15.0% 4.8%
1970* 10.9%, 377,715 25.4% 11.6% 14 %207,615 31.2% 6.4% 170,100 18.9% 5.2%
Lavl 11.0% 5415,650 10.0% 11.8% 12 $232,150 11.8% 6.6% $183.500 7.9% 5.2,
1972 11.5% 5483,050 16.4% 12.7% 7 $276,459 19.1% T $207,500 13.1% 5.4%
1973* 11.6% $528,745 9.3% 12.4% 7 303,645 Q.5% 7.1% $225,100 8.5% 5.3%
1974% 11.3% 5625 547 18.3% 13.1% 4 $336,347 10.5% 7.0% $289,200 28.5% 6.1%
1975% 11.1% 5605115 -3.3% 1L.6% 0 5369035 9.7% 7% §236,100 -18.4% 4,5%
1976 11.2% E718,465 [8.7% 12.4% 8 5330,565 A3 8% 2.1% $187,200 -20.4% 3.2%
1977 11.4% $716,522 =030, 11.0% 19 468462 | -11.7% 7.2% $245 060 32.0%% 3.8%
1978 1128 4826676 15 44, 11.6% 13 5527396 12.6% 7.4% 299,280 20.6% 4.2%
1979 10.6% FR75,057 5.9% 11.1% 17 £553,749 5.0% 7.0% $321,288 7.4% 41%
1980 10.3% 065,543 10.3%, 10.9% 12 E&19,160 11.8% 7.0% $346,333 7.8% 3.9%
198 [* 10.0% §1.062,612 FO 1% 10.7% 13 5674310 B9 6.8%% $358,296 12.1% 3.0,
19gan 10.0% $1.152,869 8. 5% 10,6% 13 5727979 3.0% 6.7% §424,890 2.4%) 3, 0%
1983 10.0% $1,240032 7.6% 10.6% 12 780,052 7.2% 6,7% £459,960 8.3% 3.0%
1084 10.3% $1,420,538 14.6% 11.1% 12 §920,273 18.0% 7.2% §500,265 8.8% 3.9%
1985 10.3% 51,545,328 3.8% 11.0% 12 3005216 9.2% 720 540,112 B.0%% 3.8%
1986 10.4% %1,659,782 7.4% 101.9% 12 151,101,381 .69 7.2% 5558 401 3.4% 3.7%
19387 10.6% £1,93],357 16.4% 11.7% 7 FLIBRA80] 17.0% 7.8% 5642,877 15.1% 3.9%
1938 10.7% 52,207,217 14,3% 12.2% 6 F1.505,523] 16.8% B.3% 701,694 9.1% 3.%%
1989 10.6% 52,385,169 3.19% 12,19 5 $1.500,423 5.6% B.1% R704, 746 13.3% 4.0%
[9on* 10.6% $2,423.966 1.6% 11.6% 9 51,560,869 -1 9% 7.5%% SRA3.0%7 5.6% 4.1%
1991+ 10.6% 82,510,360 3.6% 11.7% 9 51,358,231 1.2% 7.2% 952,129 10.3% 4.4%
1992 10.8% $2,707,733 7.9% 12.2% 4 51670488 7.2% 7.5% £1,037.247 8.0 4.7%
1993 10.9% 52,324,806 4.3% 12.3% 7 $1,763,941 5.6% 7. 7% 51,060,865 2.3% 4 6%
1944 11.00% 52,914,862 3.2% 12.3% 8 51,764,588 0% 7.5%0 51,150,274 8.4% 4.9%
1955 11.0% $3,060,691 5.0% 12.5% 5 51,812 574 2. 7% 7.4% R1,248.117 B.5% 51%
19946 10.9% £3,231,393 5.6% 12.5% 5 51,896,564 4.6% 7.4% £1,334,829 G.9% 5.2%
1997 10.8% 33,554,111 10.0% . i31% 3 52019491 f3.5% 7.4% $1,535220 [ 15.0% 5.7%
1098 10.8% $4.012.318 12.9% 13.9% 1 $2.369.820( 17.3% 3.2% £1,642,498 7.0% 57%
1990 10.7% $4,082,569 1.7% 13.4%, 2 $2,540,581 7.2% B.4% 31,541,788 | «6.1% 5.1%
2000 10.8% 54,262,142 4,4%, 13.3% 2 52,661,080 4.7% 5.3% £1,601,062 3.8% 50%
2001 10.7% 54,420,465 1. 7% 12.9% 2 52 668,038 1.3% 7.8% %1,751,527 Q.4% 5.1%
2002 10.3% 34,541,146 2.7% 12.8% 2 $2.626.830] -1.6% 7A4% 1,914,316 9.3% 5.4%
Average
Anmual
Increase 0.5% 597411 7.8% 0.6% - 856,624 3.1% L.O% 540,787 .30 0.3%
[Notc: ™" on year denntes recessionary quarter(s).
Source: Census Bureau, Bureau of Econotnie Anglysis, MHPC Calculations.
.-‘;:1’ /v?jy-”:-‘f ﬁ:}r"{/f’ a-m" ﬁfﬂ L.
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Chart 2
State and Lacal Tax Collections Under the Maine Taxpayer Bill of Rights
State Fiscal Years 1958 to 2021
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Table 2

Maine's Projected State and Local Tax Collections Under the Maine Taxpayer Bill of Rights (Effective FY 2008)
State Fiscal Years 2002 - 2021
Dollars in Thousands

Goal: National State and Local State (b} T-oeal
State ang Local v Year Year-cvar
) Tax Collections EAMQVE | porcent of AOVEL | parcent of VE percent of
State Fiscal Year | porrant of Total Yczznl:er- Peraomal Rank Total “‘r‘c:;rllﬁ;cr- Poreanal Tatal ‘_r'c:;rll;“tcr- Perennal
Petsonal In- ' '
T (3) Growth Income Growth Incote Growth Income

2003n 10.3% %4.,733224 4. 2% 12.7% r §2.697.275F  LT% T.2%  |82,035,940 0.4% 5.5%

2004p 10.3% 35,035,982 6.4% 12.7% z $2.896,759] T4% 7.3% (82,139,223 5.1% 54%

2005p 10.3% %5,335.404 5.9% 12.9% 2 £3.071,161(  6.0% 7.4% 52,264,243 5.3% 5.5%

2006p 10.3% §5,552,959 4,1% 17.8% 2z $3,245,050 5.7% 7.5% |F2.307,903 1.9% 3.3%

2007 i}3% $5,739.537 3.4% 12.7% FA £3,360,282 3.6% T4%  |$2.379256] 3.1% 5.3
2008 (TABOR) 10.3%, 55,884,431 2.5% 12.4% 2 53475838 3.4% 7.3% $2,410,593 1.3%% 51%
2009 {TABOR) 10.3% 56038650 2.6% 12.2% 2 53,590,515 2.4% 7.3% 52,448,174 1.6% 4.9%
2010 (TABOR) 10.3% 56,201,268 2.7% 12.0% 2 R3,710396] 33% 7.2% (52,491,372 1.8%4 4.8%
2011 {TABOR) 10.3%, £6,375873 2.8% 11.8% 4 E3R33BYY 3.3% 71% (82,542,036 2.0% 4. 7%
2012 (TABOR) 10.3% 56,563,802 2,004 11.6% 4 53960218 3.3% T0% [82.603.774] 2.4% 4.6%
2013 (TABOR) 10.3% 56,760,908 3.0% 11.5% 5 540806000 33% 69% (52,671,389 2.0% 4. 5%
2014 (TABOR) - 10.3% 56967271 3% 11.3% 5 542218701 3.2% 6.8% [%2,745401 2.8% 4 5%
2015 (TABOR) 10.3% 57,185,527 %1% 11.1% [¢] $4,336.901 3.2% 6.8% [32,82B.62¢ 3.0% 4.4%
2016 (TABOR) 10.3% §7.415497 3.2% 11.0% 4] F4.4%4 202  332% 6.7% (32,920,694 3.3% 4.3%
2017 (TABOR) 10.3% $7,653,133 3.2% 10.9% 12 :154,635,299 3.1% 6.6% (53,017,834 3.3% 4,3%0
2013 (TABOR) 10.3% 57,896,745 3.2% 10.7% 12 54,778,203 3.1% 6.5% [H3. 118482 3.3 4 2%
2019 (TABQR) 18.3% 58,146,167 32% 10.6% 13 4,023,550 3.0% G4%  [$3,222.01% 3.3% 4,204
2020 (TABOR) 10.3% $5,401.659 31% 10.5% 16 E5070.306] 3.0% 6.3% 83,330,353 2.3 4.1%
2021 (TABOR) 110.3% $2.663.787 3.1% 10394 19 55221486 3.0% 6.2% |§3.442301 3.4% 4,1%
Average Anmal - 3206872 | 3.8% | -11% - |stazesa| 37w | o0sw | osro10 | oaw | vawm

TICTCAsC

Ka) Held constant.
(b) State Tax Collections for FY 2003, 2004 and 2005 are actual not projected,
Source: Census Burean, Bureay of Economic Analysis, MHPC Calculations.
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Maine's S&L tax collections as a percent of personal jn-

corpe are so far above the national average that Majine®
rankings do not appreciably change under the Taxpaver
Bill of Rights until after 2017. In fact, in FY 2002 there is an
8 percent gap between number 2 ranked Maine and the aumber
3 and 4 ranked states Wyoming and Hawaii. The percentage
gap widens to a 17 pereent gap from number 10 ranked state
Wew Mexico, and a 26 percent gap from number 25 ranked
Atizona.

As a result, Maine does not start significantly falling in the
rankings until the temth vear under the Maine Taxpayer Bill of
Rights. In FY 2017 Maine’s rankmg will fall modestly to
mumber 12 from aurnber 6. As Maine starts to close in on the
national average, movement in the rankings become more sig-
nificant, By FY 2021, Maine sheds another 7 places to rank at
number 19,

The Maine Taxpayer Bill of Rights is Economic Develop-
ment :

In his extensive review of the acadermic literature on taxation
and economic development, Professor Michael Wasylenko,
Frofessor of Economics, Scnior Asgociate Dean for Academic
Administration for the Maxwell School, CPR Senior Rescarch

The Maine View

Associate at Syracuse University concluded that:

ETHICS COMMISSION P&SE 33758

5, 2008

1

Mgy

“This review of the literature suggests that taxes have
a small, statistically significant effect on interregional
location behavior. The suggested estimate of the in-
terregional elasticity is -0.2. However, all elasticity
estimates must be viewed in context of the state and
its fiscal position vis-3-vis other states. The effect of
a specific state’s taxes depends not only on elasticity,
but also on the extent to which the state’s overall
(state and local) tax levels are significantly different
from the average of the states it competes against, A
large devintion from the average tax level, multiplied
by the tax elasticity, will yield a large, location, em-
ployment and investment effect.” [1] (emphasis
added)

Maines business and economic climate is seriously handi-
capped with S&L tax collections as a percent of personal in-
come 24.2 pereent above the national average in F'Y 2002—
second only to New York's 27.2 percent above the national
average. Following Wasylenko's conclusion, Maine is leaving
a lot of econemic development money on the table. The Maine
Taxpayer Bill of Rights will put Maine on a path of sustained
reduction in tax levels. The Maine Taxpayer Bill of Rights is
an important, and effective, economic development tool. For

19358 19635 1972 1979 1986

Chart 3
Maine's State and Local Tax Rank Under the Maine Taxpayer Eill of Rights
State Fiscal Years 1938 to 2021
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Maing taxpavers this not only means lower tax bills. but
aiso higher incomes and more jobs, . :

To put Maine’s high level of taxation in perspective, Chart 4
and Chart 5 plot the deviation of the 50 states from the national
average. Chart 4 shows the distribution of states in FY 2002
with the national average at 10.3 percent—states to the right
are above the national average while states to the left are below
the national average. New York has the largest deviation at 2.8
percentage points above the national average (27.2 percent)
while Maine is close behind at 2.5 percentage points above the
national average (24.2 percent) percent. On the flip side, Ten~
nessee has the largest deviation at 2 percentage points below
the national averape (-19.4 percent) with Maine’s neighbor,
New Hampshire, close behind at 1.9 percentage points below
the national average (-18.4 percent).

Hrerwevet, as shown in Chart 5, the national average of S&L tax
collections as a pereent of income is 3 moving target. Chart 3
compares the distribution of states around the national average
in FY 1958 and FY 2002, Since FY 1938, the national average
mereased by 22.6 percent to 10.3 percent from, 8.4 percent.
Although many today would view a2 state like New Harmp-
shire's level of taxation as extremely low at 8.4 percent, m FY
1958, New Hampshire would have merely been at the national
average. In FY 1958, the state with the lowest level of taxation
wag Delaware at 6.1 percent—New Hampshire was at 7.9 per-
cent, On the other hand, in FY 1958, Vermont had the highest
level of taxation at 11.7 percent. Tn FY 1958, Maine was much
closer, though still higher than the national average, at 9.6 per-
cent.

Finally, Chart 5 may provide an answer for why the academic
literature, as reviewed by Dr. Wasylenko, has such a tough
time finding large tax effects on the economy—state tax com-
petition. In FY 1958, there were 26 states within a 1 percent-
ape point deviation (plus or minus) from the natiopal average.
In FY 2002, there were 38 states within a 1 percentage point
deviation (plus or minus) from the national average—an in-
crease of 46 percent. Such a large clustering of states is evi-
dence that policytnakers are aware that taxes matter to eco-
nomic development, And fhat being a high tax putlier state,
such as Maine, is a serious concern.

Counties and Municipalities under the Maine Taxpayer Bill
of Rights

Table 4 shows the growth allowances by county under the
Maine Taxpayer Bill of Rights. Since counties are prirnanily
fimded by municipalities, the county summaries shown are the
summation of municipal growth allowances. Due to space
constraints, municipal summaries are not included in the
printed report. However, they are posted on the Maine Heri-
tage Policy Center’s website: wynw.maingpolicy,ore.

Table 4 shows that Maine’s local governments will cumula-
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tively have a nominal growth allowance of nearly $63 million
per year (2.7 percent average growth rate) between FY 2008
and FY 2021, This growih allowance breaks dowt to nearly
$30 million per year (2.8 percent average growth rate) for edu-
cation and over $24 million (2.5 percent average growth rate)
for all other loeal spending.

However, at the municipal level there is a much greater vari-
ance of growth allowances ranging from the 195 municipalities
that will see an average annual growth allowance greater than 3
percent, to the 14 municipalities that will have an average an-
nual growth allowance less than -3 percent. Overall, 440 mu-
nicipalities will have a positive average annual growth allow-
ance (representing 96.3 percent of the population in 2008), and
4% municipalities will have a negative average annual growth
allowance (tepresenting 3.7 percent of the population tn 2006).

The Tmumicipat average annual growth allowanees are shown
geographically in Map 1. Thaose municipalities with the high-
est positive annual growth allowances (greater than 3 percent)
are predominantly located in the southwestern part of the state
(south and west of Augusta), On the other hand, those nmunici-
palities with most negative annual growth allowance (below -3
petcent) are predominantly located in the northeastern part of
the state (north and east of Augusta).

Maturalty, many of the differences in growth allowances result
from Maine’s extreme demographic challenges—especially the
internal population nigration away from the economically
struggling north to the more economically vibrant south, and
the state-wide drop in school enrollments, The demographic
shifts highlight the need for the Maing Taxpayer Bill of Rights
as it will force Jocal governments to reexamine and reduce
their current level of spending and taxation. In the long run,
the lower level of taxation will bring buginesses and people
back. In contrast, the status quo will only lead to the creation
of ghost towns—for example, Centerville deorpanized in 2004,

LD 1 versus the Maine Taxpayer Bill of Rights
From LD 1.

"It is the gral and policy of the State thar by
2013 the Stene's total srate and local tax bur-
den be ranked in the middle 1/3 of all states,
as determined by the United States Census
Bureau's most recen! tax hurden analysis,
adiusted by the assessor to reflect the Stare's
unigue expenditure tax relief programs. " [3]

This analysis casts doubt that LD 1 will be able to fulfill ite
statutory duty of lowering Maine’s state and local tax burden to
the “middle 1/3 of all states” by 20153 for several reasons:

L. The level of taxation to be considered “in the middle
1/3 of all states™ in FY 2002 began at 10.3 percent—
Continued on page 13.
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Chart 4
Absolute Deviation from Average and Total State and Local Tax Collections as Percent of Fersonal
Income
State Fiscal Year 2002
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Chart 5
Absolute Deviation from Awverage and Total State and Local Tax Collections as Percent of Personal
Income
State Fiscal Years 1958 and 2002
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Map 1

The Maine Taxpayer Bill of Rights Projected
Average Growth Allowances by Municipality
State Fiscal Years 2008 to 2021
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Table 4
The Taxpayer Bill of Rights Growth Allowances by County
State Fiscal Years 2008 to 2021
Dollars in Millions

A 5
2008 | 2000 | 2010 | 2011 | 2002 | 2003 | 2014 | 2015 | 2016 | 2007 | 2018 | 2019 | 2020 | 2021 fRREC
Change in Total ‘
Taxcs Paid: 52245 52516 52757 53,125 $3.504] $3.582 54,297 34704 $5,090 55,323 %3433 55,645 35512 56,023 $4.330
Change ih Taxes Paid :
3 [for "Education": 5478 8733 %963 S1.3200 $1,780) SZ.1601 $2.470 $2.878 $3.271 $3,504 S$3,608 S15400 54021 F4.2100 52,521
% IChange in Taxes Paid
& [for "Other™: 81,767 $1,7800 S1.794 $1.804 51,814 £1,822 %1826 $1.825 51,824 $1,8210 1,813 -F1,R08) 51,8011 51,813 §1,808
=] .
4 [Percent Change in ‘ ) )
8 [Total Taxes Paid: Lena  Lanel  roesl zamsl 2dnl 26 289 29 2 3N W 3% AW 3% 2.6%
2 |Percent Change in
Z iTaxcs Paid for
"Education™ aomal L1l vaml o tew 2sewl 30t 3% 38w 4099 42wl 43% 43% 4% 43w 31%
Fercent Change in .
Taxes Faid for
'Other™: 2.5% 259 4% el R3enl 2%l 22%  27%[ 219 2.19 2.0 20%  19%  1.9%F 3%
Change in Total
Taxes Paid: 5230 -3150 $ast €337 701 £066 £1.03% $1.291) %1,538 $1,603 51641 $1,748 1319 1,909 §L017
Change in Taxcs Paid
fior "Education™: 5387 5297 FIOM 197 5565 B35S EIOM 51,095 $1,347 S1419 §1495 81,575 F1.659 F1,747  $B60
2 Khange in Taxes Paid
g for "Cther: $1500 w147 Bi4d Rla4d  RE3G F130 K136 106 5192  S184 5173 8165 $133 K158 $15§
g Pereent Change in
E iTolal Taxes Paid: N4 sl oed 05% 1.0% 1.5% 1.6% 1.9%  22% 230 2.3%  24%  Z24%  25% 1.4%
g Patcent Change it

[Taxes Paid for ‘ ‘

"Education™: 1005 -0.8%  -0.3%  0.5% 1.5% 2.2%| -2.4%| 2.8% 3.4t 3493 3.5% 1.6% 36%  37% 2.0%
Pereent Change it
Taxes Paid for

‘Other": 0.5%  053%  0.5% 0.5% 0.5% 03 05% 0w 0. 06%  0.6%])  0.6%  0.5%  0.5%  0.6%

Change in Total

[Taxes Paid: FI0.21H R11.985 512,925 514,762 517,138 518,803 520,654 522,751] $24,678 $26,324 327,240 525,164 529,125 $30,2311521,072

Change it Taxes Paid

for "Education: $3.087 £4.699 55465 %7141 $9,360 510,874 512,600 £14,597] 316,432 $18,0006) 313,574 513,738 £20,74R 521,738 513,102
2 KChange in Taxes Paid
%Fmr "Other: $7,126] 57,239 57461 $7.621) §7,778 $7.927 $R.054 §£8.155 $8,240 £3.320{ $8.37I| K837 $B.3BL $8.47I 57,970
E [Peroent Change in .
£ [Total Taxes Paid: 1oy 2.0 2,39  2.5%  2.9%  3.0% 3.2% 3.5% 3.6%  3T7% 3% 3.7%| 37w 3T%W  3.1%
-é Percent Change in :

[Taxcs Paid for

"Education": 09%  1.4%|  1.6% 2% 2.7%  30%  3.4%  2.8%  4.2%]  4.4%|  44%( 4.4%  A44%  4.4%| 3.2%)

Porcent Change in
[Taxes Paid for

'Other": 32%|  32%| 320 1% 3.0%(  3.01%)  3.0%  3.0%f  2.9%| 29%[ 2.8%| 2.7% 2.06%[ 2.06% 2.9%
Change in Total
[Taxes Paid: 5334 5212 RE00  R66S  $820)  %93F $1.018 F1.061) $1.238 £1,258 51,298 $1.337 $1.379 $1.429 5985
Change in Taxes Paid
or "Eglucation”: 5286 -B1EO)  -$143 P15 BI1G3 B273  $3ISM F3IRA  BS61(  §577 BG4l 653 R69 733 $320
- %mﬂgt in Taxes Paid
g ‘or "Other™: 5620  §632  $642]  fo30| 5657 F663)  Food K673 H6T7 R6H1[ 5683 fols)  Hedv sovd 5663
E [Fereent Change in ‘ '
£ [Total Taxcs Paid: 03.7% 119 1.0% 1390 1.6%  1.8% 200w  2.0% 2304 230 230 230y 2384 Z4% 18w
Z [Percent Change i
[Taxes Paid for
["Education”: =1 1% -0.4%| -0.5%] 0.01% 0.6% 1.0%  1.3%  1.4%  2.0%| 2.1% 21% 2.2% 23% 2.4% 1.1%
Parcent Change in
Taxes Faid far
"Other": 29%| 2.99| Ze%e] 2.8%W 27% 2.7%| 2.6% 2.6% 2.5%| 2594  24% 249  2.3%  23%  2.6%
' Table 4 Contitiuad]
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Table 4 Continued
‘ Average
2008 | 2000 | 2010 [ 2011 | 2002 | 2013 | 2074 | 2015 | 2016 | 2017 [ 2018 | 2019 | 2020 | 2021 [ .o,
"hange in Total
axes Paid: £765  se60| %1713 $1.827 $2.579 52,772 52,149 $3,13q $3.433 53,573 $3.687 53,303 §3,92% 54083 $2.,704
hatige in Taxes Paid
for "Education": $3s8 sam1| 8571  Se78 S1217 F1.609  $983 $1.971 $2.268 $2.41 52,527 $2.650F $2,780) $2.916 §1.554
“hange in Taxes Paid
& ffor "Other": £1,020) $1.032 $1.043 1,154 $1,060 51,164 51,166 S1,165 51,165 1,063 $1,160 $1,155 $1,150 $1.169 31,139
% Percent Change in '
% [Total Taxcs Paid: 7% 0.6% 1.6% L.6% 2,19 2.4% 1.8% 2.6% 2.89 2.8%  2.8%  2.8% 2.9 2.9% 2.2%
* IPercent Change in
[Taxes Paid for ‘ :
"Education™: O5% 0.7 0.9% Lot L.B%| 745 143 ZR%|  32%W 0 3% 33 4% 3.4%  3.5% 210
Percent Change in
[Taxcs Paid for ‘
"Other: _ 27 26 20% 5% 2.5%) 2.4%) 2.4% 237 2.3%  2any 22l 200 200 2.1% 249
IChange in Total
Taxes Paid: 27811 %1057 B1,329 B1,710% 2,293 F2.6R4l R30017 $3.496 53,971 $4.184 54308 54427 $4,55Y £4.710 53,037
IChange ik Taxes Paid
for "Education": 1690 $103] 8372 £7S0) 51,329 B1,709 52,051 £2,529 F3,008 $3,7227 53,339 5349060 §3.640 53791 $2,080
Kohange in Taxes Paid
Z lfor "Other™: $950)  fosd  S93R o6 R9ad] KR9SS F9R7l  RW6T Se6d 5957 KO48( 3030 FY1Y 5919 $951
% Percent Change in
& [Total Taxes Paid: 0.6%  0.8%  1.0%  13% 179 1.9 2.1%  24% 27% 279 L% L7 2.7%W AW Z2.0%
7 [Percent Change in .
Taxes Paid for
"Education™: S002% 001%|  0.5%  0.9%  1.6%  2.0%|  2.4%  2.9%  3.3%| 4% 3.5%  3S5%W 3S5% 3.5%  2.2%
[Percent Change in :
[Taxes Paid for
"Other'™: 1ao5) 180 1.BBH 1B  1.B% 1.7%) 1.7 170 1.6%  1.60Y 160 1.5 BATH 1AW 1.7%
[Change it Total
[Taxes Paid: F1.085 51,3584 FL.582 51,753 F2.11¢f 52,463 §2,702 853,015 53,305 53,534 53,671 £3,314] 53,0600 54,142 52,760
(Change in Taxcs Pard
for "Education”; S158  $4300  fa0a 5739 $1.105] 51430 1,660 51,960 %2327 §2.455 52584 $2.719 52867 %3013 $1,70
Chatge in Taxes Paid
= ffor "Qither": B938  Bongq  F9vg 5994 510U FL027) 31042 51,054 51,068 51,079 51,087 51,095 51104 $1.129 51,040
Z [Percent Changs in '
* [Total Taxes Paid: 14%  LB% 2.0% 2019 2.5%| 2.9% 3.1% 3.3% 3.6M  3.6% 3.6% J6%W 37 AT 2.9%
Percent Change in
[Taxcs Paid for
'Education™ 0.3%  0.9%  T.2%H  1.5%)  212%  18% 32% 363 42% 4.2%  4.2%  4.3% 430  d4% 30%
Percent Change in
Taxes Paid for
"Other™: 3% 3.0%  3.1%)  3.0%[  3.0%| 2.0%  290% 209 28% 2304 agm 270y 2.6% 269 2,99
Change in Total
Taxes Paid: bd4ad 5595 §Y31 5049 R119K $1.517) 31,524 51,717 $2,041 FLII9 BLUIBG 32,255 52324 52,399 £1,573
[hange in Taxes Paid
{or "Education™; -Hle7 547 %73 F283 35190 SE30)  GRIY 51,012 51,327 $1,308 50459 51,522 1,589 K1,A59 K87
Change in Taxes Paid S
%l‘f'or"()thcr"! §630(  Fed42! 5655 5667 B67Tl %687 ReRA 5705 3714 5731 5727 §732( 8735 3739 %604
8 [Percent Change in
= [Total Taxes Paid: 079  0.9%  1.0%  1.5%]  1.8%d  2.2%  2.2%|  2.4% 2.8 2.8%{ 299 299 2.9% 29% 2.1%
[Percent Change in ‘ .
[Taxes Paid for
"Education": -04%{ -0 1% 0D.2%  0.7%  1.2%F  1.9%]  1.9%  23%|  2.0% 3.0%  3.0% e 3% 3.0% L0
. [Percent Change in
[Taxes Paid for )
"Crther™: . 20%] 299 29% 28% 28% 28 27w 27wl 2 2.69 269 2.59%| 259 24% 2y
Table 4 ContinLied
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Table 4 Continued |
[Average
2008 | 2000 | 2010 | 2000 | 2012 | 2013 | 2014 | 2005 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 L
Change in Total
[Taxes Paid: 5598 5905 $1,007 51247 $1.473 S1.783 1901 $1.045 $2,343% $2,441 21,5100 %2580 52,655 52,758 51,875
Change in Taxes Paid J
far "Education”: 511 5327l s429  fevel  seoe| $1.219 $1,3400 $1.39% §1.801 $1,911f $1.992 $2,077 32,165 52,258 $1,329
Change in Taxces Paid
& ffor "Other: 55790 5578 85774 $575] &5 567 561 5552 §547  s530)  BS18)  BS04)  B490) RSO0 %346
2 Pereent Change in
%Tntsﬂ Taxes Paid: 0.9% 12w Tamal nste 1on 2a2%l 2.3%|  2.3%) 279 2.8% ) 2.8%  2.8% 2.8l 2RW  Z.2%W
Percent Change in
Taxes Paid for
"Education”: 0.3% 0.7%| 0.9% 1.5%]  1.9%  2.5%)| 279 2.8%  3.5%]  3.6%  3.6%  3.6%  3.6% 37%| 2.5%
Percent Change in
[Taxes Faid for : ‘
'Other": 1.9% 1.9l 19w 1B% 1.8l 1ovesl 17wl ot T.ees[  1.8% LB 1A% 1.3%  1.3%[  1.6%
Change in Total
[Taxes Paid: Stac3 §1,758 52,065 $2.330 $3.136 $3,603 53,994 B4.561 FE0BQ 55,447 33,774 55,085 50200 56402 F4.14!
Khange in Taxes Paid
For "Bducation: 551 53230 %81t $1.068 %1655 %2113 2408 $2.061] $2576 $3,042 34,151 54367 54,507 $4,224) $2.623
- [Change in Taxes Paid
£ ifar "Other®: 1414 51,423 §1.454 $1.469 $14810 $1.4000 $14%d 515000 §1,504 51,504 $1.623 51,519 F1,615 1,638 $£1,517
& [Percent Change in o
& [Total Taxes Paid: 0.5% 1.1%]  1.2%) i.5% 1A% 2% 23%  2.5%  2.7%  2.9%  2.9%  1.0% 0w 3.0%  22%
g Percent Change in
[Taxes Paid for
"Edutation'; 000 03%) 06 10% 7% 2oem 2.5%  3anesl 34% 3% 3.6% AT 38% 380y 2.4%
[Fercent Change in
Taxes Paid for
"Cither': 2% 20%] .13 2.0%  20%  20%|  20%  1.5% 1.5%[ 1.9% 2.0% 1.9% 9% 1.9% 2.0%
K'hange in Total
[Taxes Paid: 539 R0 31800 8214 297  F3IA3]  F417  ®A400 5308 8534 B85S 586 B613 Fe50r 530
Change in Taxes Paid I
for "Education": R4 ARG -59 $z4 s106 171 5225 24 H314 $342( 5368 830N B425)  B457 B2
= Change in Taxcs Paid '
& lfor "Other™; F184  BlEG) 5188 5190  §19] 102 £192 5192 5192 :193 192 f190 F190(  £193  R190)
& PPercent Change in ‘
E [Total Taxes Paid: 0.2%  0.4%) 1.084 1.284 1.6% 1.99%| 2.2%  22% 259 2.6% 2.7%  2.7% 2.8% 2.8% 1.9%
S Percent Change in
* Maxes Paid for
"Edugation": 105% <1.1% <008 03%d 1.0%] 1.T%Rl Z.3% 245 3.0%| 32T 330 3% 3.6%  3.7%|  1.8%
Pereent Change in
[Taxcs Paid for
"Other"; Zaed 220 2y 23ny  22% 21wl 20 20 2098 20w 10% 199 18%(  LRW[ 20w
Kohange in Total ' A
Taxes Paid: 6800 5BIY  $03R S1.004 S0.3240 51,4620 $1.591 51,727 S$1.904 51,9700 S2.00% $2.049 22001 $2,159 §i,560
Chatrge in Taxes Faid
[for "Education”: =569 5BE  BIRY 5353 5587 B735 R5Y4 $I.024J 51,225 1298 31,354 S1.414 51476 %1542  F364
; I"hange in Taxes Paid :
&y [for "COther™: . 5749 875l %748  s743 5736 727 C s714 370 36390 R6TY  So4d4  $A3Al $615)  R618[  HA0T
% Pereent Change in
E [Total Taxes Paid: Lase  13e  15% 179 2.0%| 229 2.3%d 2.5% A7%  2TW 1T 16t 2.6% 26 2.2%
£ |Pereent Change in
[Taxes Paid for
"’Educatiﬂn": 025 0.3%  0.6% 1.0%  1.7%  2.1%) 24% 28w 33%  33% 34% JaAv  3.4% 0 35% 2.2%
Parcent Change in ' ‘
Taxes Paid for
"Dithert; 2% 2.6%|  2.9%{ 2.3% Z2.4%| 2.3%[ 22% 1% 2.0%]  1.9%  1.9%  LEw 179 L7%  2.32%
Table 4 Contintied
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Table 4 Continued

Average
2008 | 2009 | 2000 [ 2011 | 2miz | 2013 | 20t4 | 2018 | 2016 | 2017 | 2078 | 2019 | 2030 [ 2031 [Increase

[Change in Total

[Tnxes Paid: 5760 £780  EBRO 51,113 51,452 S1.6471 BLR07 52148 52448 52,539 52,640 53,743 3LESH 52.98G 51,902
IChange in Taxes Paid
for "Bducation™ 2171 %392 481 $70Y 51,042 51,236 $1.397 51,739 32,039 $2131 §2233 £2,340) $2453 32,570 $1.493
re [Chatige in Taxes Paid
gt’or"Dther": w406l w409 $409  B410( 54100 3430 s sa09 5409 $408  $407) 5405 5404 $415 5408
% Percent Change in
o [Total Taxes Paid: 09 12w l4w 1.7 225 5% 260 3.0%)| 348y 3.4%  3d9n 34%  3.5%| 3.0%|  2.0%

Percent Change in |
[Taxes Paid for :

'Education™: Gdod  0.9%  1ath 17w 2.5% 2.9% 32t 30% 440 44% 440  4.4%  44%  44%  30%
Fercent Change in
Taxes Paid for

"Other": 1.8%  1.8%  1.8%  1.7%  1.7% 1.7%[ 179 1.4%|  i.06%  1.6%  1.5%f 1.5%|) 1.5%  1.3% 1.6%
K-hange in Total
Tuxes Paid: R478 8703 5847 F1.034 §1,278 51439 F1.559 F1,741 $1.934 52027 52,002 $2.155 52221 §2,298 $1,557
K-hange in Taxes Paid |
for "Educalion”; -B205 56 £134 B304 K533 B&VY TR §936] $1.038 $1224 $12R4) K1.347 51413 $l484 5791
Change in Taxes Paid
== [for "Other”: F6R0|  B6o0  S714l  $730  E74a  R7aD SY¥3 VRS 5VO0p 5304 5808 §BOY  SBOY  ER14  B7aH
o=
E ["ercent Change in .
O Total Taxes Paid: 0.9%, 1.4% 1.6% [.994 249 2.0% 2.7%| 3.0%, 3.2% 3.3 3,384 3.2% 2129 3.2% 2.6

[Percent Change in
[Taxecs Paid for
" Education”: D60 0.0%  04% 0% 1.7%|(  2.01%| 2.4%  2.8% 339 3.9 3.5% 3.3 3.6%  3.6%  2.2%
Petcent Change in
[Taxcs Paid for

'Othet": 35%|  34%|  34%|  3.4%  33%[  3.3%[  32%[  32% 3 1%  3.0%  3.0%  2.0% 2R 2EB¥  3.2%
Change in Total
[Taxes Paid: A2600 SR1as -ssq R1590 5304 %539 #6520 §772) 5071 £1,047 BI.134 31237 $1.308 514000 féN
[Change in Taxes Paid
for "Education”: 5424 -£332) 208 A1 $125  F367[  H430Q F60Q 5739 RT3 964 31052 £1.140 $1.228 K471
Z Change in Taxes Paid
%l’or"Othef": S plesl  $leg]  FITY  S17I[ S1FY O R1FA S17Y 0 S173) 317 F1N F170]  $169  £172] R0
g; Percent Change in
'5! [Total Taxes Paid: S07% 0.8%( 0.0%  0.4% 8% 1.5%| LT 2.0% 2.49%  2.6%H  2.8%  2.9% 30 32%  1.6%
= Percent Change in

Taxes Paid for }
"Education”: 8% 14 100 0.0%]) 065 1é% 2w xatm A 35ty 3snH 40%W 419 4.3%  1.8%
Percent Change in
[Taxes Paid for

"Other": 1.2%[ i,2%|  1.2%)  1.2%)  1.2%  1.2%h]  tane 1wyl 129 1% 1o 1% 1% LI 1.29%
Change in Total ]
[Taxes Paid: 56,7358 §7,.673 %8345 59454 $10.828 511,596 513,009 F14,455 515,759 516,564 517,161 £17,767 518,398 519,121} 512,369
Change in Taxcs Paid
for "Education”: SALULY 5200 53453 54,433 35,685 S6.630 $7.644 989 F10.091) 510,906 511427 §11,973) £12,549 §13,153 58,006
Change in Taxcs Patd
e for "Cither": 54618 54,752 B4.8020 35021 55,143 552561 %3365 R34AG63 553,569 $5.658 £3733 55794 55830 $5,958 65,363
<
£ |Porcont Change in

[Total Taxes Paid: C20% 23%  2A% 279 30% 3.3%| 35N 370 3.9%  3.9%  30%|  2.9%  1.9%  3.0% 339
Percent Change in
[Taxes Paid for
'Education”: 100 L3%)  B7%%  2.2% 0 2.7 3.0%|  3.5%(  3.9% 45w d40n 448 44y 44%  4.5%  3.3%
IPercent Change it
ITaxes Paid for
"Other": 7% 3.7%|  3.6% )  3.6%l  3.6%[  3.5%|  3.5% 34% 3.4%  33%{ 320a 329 3.0 210 34w

Tzble 4 Continucd
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Table 4 Continned
Average
2008 2009 2010 2011 2012 2013 2014 2015 2016 017 2018 2019 2020 pLival Increase
Change in Total
Taxes Paid: $25067 531,140 §35,793 541,951 $50.32ﬁ $56.8500 $61.327 $68.96) $76,289 580,45 £33.305 530288 539271 502,762 562,918
Change in Taxes
Paid for
"Educalion”: $3,877 53,043 R12.3717) $18,686 526,682 $32,896 137,084 $44.441 £51.506 555,626 $58,352 B61.208 564,202 Fo7. 340 §38 820
& Change in Taxes
z Paid for "Other': | $22,095 $22 497 522,024 823,255 $23,640] $23,960 524 243 £24,521) $24,723) 524,860 §15.075 525075 525064 £25,412) £24,009
i
= [Percent Change
E it Total Taxes
E Faid: 1.3% 1.6% 1. 8% 2,00, 2.4% 2.0% 2.89% 3.0% 3,35 3.3% 3.3% 3.3% 3.3%] 3.‘1-%‘ 2.7%
Fercent Change
in Taxes Paid for
' Education™ 0.2% 0.7 1.1%4 1.6% L 2.6%4 2.9%, 3.4% 3.8% 4.0% EX 408y 4.1% 4.1% 2 8oy
Percent Change
in Taxes Paid for
"Other™; 28%  2.7%  2.7% 2.7% 2.7% 2.6%  2.6% 2.5%) 2.5% |  2.5%  2.4% 24%  2.3% 2.3% 2.5%
Source: State Planning Office, Revenue Porscasting Cominittes, Maine Revenue Serviee: Property Tax Divigion, Department of Bducation, MHPEC ealeulations,

closely corresponding to the national average. Even
under the Maine Taxpayer Bill of Rights it would take
until FY 2021 to reach that level of taxation.

2. According to a Maine Municipal Association survey,
in FY 2005 the growth factor in LD 1 was estimated to
be morte than twice that of the Maine Taxpayer Bill of
Rights—see Table 5 (4], As a result, it could take LD 1
twice as long, at the local level, to achieve the same
results as the Maine Taxpayer Bill of Rights.

3. The growth limits in LD 1 can be overridden with a simple
majority vote of lawrmakers as opposed to the two-thirds legis-
lative requirement and majority of voters under the Maine
Taxpayer Bill of Rights.

Under LD 1, it looks likely that the State of Maine will
end up breaking its own law, The enactment of the
Maine Taxpayer Bill of Rights is the only means that
the state can come reasonably close to achieving the
statutory goal of reducing Maine's tax burden close to
the national average by FY 2015

P V. . 2
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Table 3
Comparison of Growth Factors under LD 1 and The Maine Taxpayer Bill of Rights
State Fiscal Year 2005
Taxpayer Bill Taxpayer Bill Taxpayer Bill
Municipatity | “° ]}E‘g:;w‘h of Rightt Municipality LDrfaSn:‘;‘”‘h of Rights Municipality | > pore " | of Rights
Growth Factor Growih Factor Growth Factor
Acton 337 0.7% Hadgdoen 522 0.72 Richmond 5.58 [.B7
Appleten 638 149 Holden 504 3.36 Rockland 56 302
Mrrowsic 43 1.72 Hollis 6,02 344 Rutnford 2.9% 04
Augusta 5.63 .54 Hope 736 4.78 Sanford 4.92 2.34
Aurora 258 0 Islesborg 3.96 1,38 Scarborough .3 2.73
Bangor 53 2.72 Tay 4.83 1.73 Schage 618 1.84
Bar Harbor 5.8 3.22 Kennebunk 4.43 1.83 Sebec 4N 1123
Bath 391 133 [ennebimiqort 497 2.39 Shirley 2.58 ]
Beaver Cove 4,22 0.6 Kittery 4,24 [.66 South Berwick 4.21 _ 1.63
Riddeford 513 2,55 l.amginc 3,68 [.1 South Portland 5,40 2.33
Bowdoinham 6,88 1.25 T.ehanon 4,58 z Southwest Harbor 3.35 077
Bowerbatk 4.86 228 Leeds 5.28 2.7 Standish 1906 1.38
Bradley 7.3 3,42 Levant 16.28 613 Stoclkton Springs 16.51 a8
Brewer 7.73 4.537 Lewiston 5,58 .7 Sullivan 4,67 -1.23
Brunswick 5,15 .57 TLimestone 6.83 0,23 Sumner 8.04 2.09
Buckficld 6.22 2,17 Lincolnville 4.48 1.9 Surry 186 1.28
Buckspott 3.63 1.05 Linncus 6.12 0.03 Thomaston 19.24 3.06
Buxton 4.8 0.36 Lishon 33 z4 Topsfield 4.02 1.44
Calais 44 1.82 Litchfield 063 4,95 Tapgham 12 297
Camden 4.67 209 Livermore 3.28 0.7 Trernont 3.99 3.7
Capc Elizabeth 4,37 1.79 Livermare Falls 528 27 Trenlon G.63 324
Chalzea 258 1.1 " Long [sland 398 0.24 Tumer 6.23 3.65
China 4.9 171 Machias 3.38 0.8 Union 34 2.9
Clintan 4,24 -0.05 Madawagia 5.14 2.56 Veazie 3.55 0.97
Cumherland 6.22 3.64 Madizon 2.97 0.3 Vinalhaven 3.39 =123
Damarizeota 4.6 2721 Manchester 544 174 Watcrville 822 14
Danforth 4.23 -0.95 Mariaville 393 2.2 Wayne 2.58 Q
Dexter 4,61 2.03 Mechanic Falls 471 144 West Bath 741 397
Dover- Foxcroft 4.54 1.96 Mexico 4.1 1.52 Weston 2.58 13
Dregden 7.74 -4.31 Milbridze 3,80 1.31 Willimantic (AN 3.53
Eastport 2.6 0.02 Millinocket 2.64 -0,79 Wilton 2.59 0.01
Edgecomb 4.1 1.52 nonmouth 582 2.05 Winslow 513 2.55
Ellsworth 519 1.3 Mount Vernon 449 1.83 Winterport 583 315
Enfield 198 0.4 Mapes 6.05 1.73 Winthrop 4.92 2.34
Fairfield 3.68 1.1 Nashville Pt 2.58 0,98 Waoolwich 4.27 1.69
Falmouth 5.32 2.74 New Glotcester 6.62 2.3 Yarmouth 376 1.18
Faycttee 5.36 2.01 MNew Sweden 4.56 1.39 York 5,58 3
Fort Fairfield 3.58 1 North Berwick 6.2 .62
Freeport 502 1.81 Norway 527 2.69
Gurdiner 9 1.88 Oukland 5.86 2,09
Grorgetown 35 0.92 Old Orehard 8.07 549
Glenhurn 749 2.88 Qldd Town .58 Q
Goartham 6.01 2.32 Orono B.68 515
Grand Isle 3.37 0.79 Otis 4.97 2.34 Average 155 L7S
Gray 5.13 2.18 Pamonsficld 231 0.06
Greenbush 4,19 0.32 Pemhroke 2.58 1]
Hancock 6.02 -0.04 Phippsburg 543 2.85
Harrison 6.16 3.58 Portland 3.506 098
Hermon 7.95 35 Randelph 3.58 1
Hersey 55 2.65 Readfield 5.46 288
MNotc: Bascd on a Maine Municipal Assoeiation survey of municipalities subject to 1T} 1 growth limits in 2005, Sample may not be representative of all munici-
palities.
Source: "Comperison of Local Government Limitations in LT, Colorado TABQR and proposed Maing TABOR," Mainc Townsman, Mainc Municipal Assoeia-
tion, December 20105, "Average" caleulation perforrned by MHPC,

—,

%ﬁp_%yﬂgxfﬁ e ot #‘w.-n‘:. -
e

ﬂ THE MAINE MERITAGE FOLIGY GENTER Page 14



12/87/2086 17:57 ZATZEVETVS ETHICS COMMISSION P&SE 43758

Vol. 4, 1ssue Na. 5 The Maine View ay|5. 2006

Sources

[1] Wasylenko, Michael, “Taxation and Economic Development: The State of the Bconomic Literature,” New England Eco-
nomic Review, March/April 1997.

[2] For more information see: Poulson, Barry, “A Taxpayer Bill of Rights for Maine,” Americans for Prosperity Foundation,
October 2005.

hitp fvraew amercansforprospering, org ineludes lemanaver files/pdffme tabor study 1.pdf

[3] PART 11, STATE TAX POLICY GOALS CHAFPTER 931, TAX BURDEN REDUCTION GOAL, §7301 Tax reduction
goal

[4] “LD 1 and TABDR Growth Factor Compansonsﬁ” Mame Townsman Mame Mummpal A-r.sc'mauon, December 2005,
hitp:/fweww menn, gra/public publivationstowpsman/ 200 5 TABOR, pdf

Methodolozy

While this study has focused on the effects that the Maine Taxpayer Bill of Rights will have on the level of taxation in Maine;
technically, the Maime Taxpayer Bill of Rights is a check on spending, not taxes per se. Two key assumpiions in this analysis
arc that state and local budgets are always in balance (revenue equals expenditures) and that the current ratio of state and local
taxes to expenditures remains constant,

With these assumptions, the same growth allowances applied to expenditures can alao be applied to taxes. Each of the formutas
is presented along with their data sgurces and ethodology:

The growth allowance for the state government is based on the change in population plus the inflation rate. The projection of
gtate-wide population is from the U.8. Census Burean’s population estimate to 2030 and can be found at:
Lttp ana capsus covipopulation/waw/ projections/nrajeetlonsagesex hinyl
The projection for the inflation rate is from the February 2006 Report of the Consensus Economic Forecasting Com-
mission. The projection goes out to CY 2009 afier which this study holds constant the CY 2009 inflation rate (2.8 per-
cent) to CY 2021. The report can be found at:
D e atate, e, usd lepdsdio s CE O 0 Fah? 6 20006 o0 df

The growth allowance for local governments is broken down into two components:

Education Spending~~The growth allowance for education is based on the change in school etirollment plus
the inflation rate. The projection for school enrollment is from the Maine Siate Planning Office’s “Forecast of
Residc:mg Educatcd at Public Expcnsc by ann to 201 7" a:nd can bc found at:

The growth rat-:: fm.* 2017 was held constant 10 2021 Thc prujccnon f‘or the mﬂa dﬁ ratc is same as the state
growth allowance,

All Other Spending—The growth allowsmee for all other spending is based on the lesser of the change in prap-
erty tax assessment versus the change in population plus the inflation rate. The projection in local property
asgessments iz based on a lincar extrapolation to 2021 of property assessments from 1999 to 2004 a5 found in
“Municipal Valuation Retm Statistical Summary™ publisbed by the Maine Revenue Services Property Tax
Division and can be found at: ‘ .

bitpyoran state me s/ revenue operiviax/dunicipa 5208 ervicesth2 0F iles/daiahim

The change in population is based on the State Flanning Office’s “Town-Level Population Projection to 2020
{with age eohorts)” and can be found at:

hitps/ivearw maine govispodanduse/docs/Population/ TownAseForecast Summary x1s

The growth rate for 2020 was held constant to 2021, The projection for the inflation rate is the same as the
state growth allowance.

The: gplit between “education™ and “all othet™ spending was calculated by subtractittg education spending from total tax
commitments—Ileaving “all other” as a residual. The data for local tax commitments comes from the same source as
local property assessments mentioned above, The data for education spending is from the Department of Education's
“Mills Raised for Education” and san be found at:

htipSswwamaine sovieducati on/databudeet bud et itm

}A;"’ /" r"‘#’rf/“" ,:/ "fﬂ-n-v.-r’
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/th allowances ealeulated for the state and local governments between 2008 to 2021 are applied to the state
tion data published by the U.S. Census Bureau and can be found at:
govisovs www/index him!

Finally, the last year of complete state and local tax collections published by the Census Buteau is for FY 2002 (up to FY 2005

for state level data
collections publish
hittgrfwww maine,

J. The estimate of Maine's tax collections between FY 2002 and FY 2008 is based on actual and projected tax

ed by the Maine Office of Fiscal and Program Review (OFFR) and can be found at: ~
ko lepis/ofpr/ Tax% 20/ Tax%%20Burden” J0Report®42(0-" 1 20March %202 006.ndt

Irue to differences
mated by OFFR an

in methodology, this repart applied the year-over-year rate of change in state and tocal tax collections as esti-
d then applied the rate of chapge to the Census data,

and commentary
inaccuracies, amis

The Maine Herita
Maine. The Centé

Material from this

Editor and Directy

P.O. Box 7319

207.321.2550 (p)
2007734385 (D

info@mainepolicy
|

1. Scott Moody is [Vice President of Policy and Chief Economist at The Maine Heritage Policy Center. The author can he
reached at jsmoody@mainepolicy.org,

‘The Maine View 15 a publication of The Maine Heritage Policy Center that provides research, historical perspective, updates

matters, health cafc, and education — previding solutions that will benefit all the people of Maine, Contrilutions to MHPC are
tax deductible to the extent allowed by law.

© 2006 The Maine Hentage Policy Center

Portland, ME 041]12

www.mainepolicy.otg

1 curtent public policy issues. All information is from sources considered reliable, but may be subject to
sions, and modifications.

e Policy Center is 2 501 (¢) 3 nonprofit, nonpartisan research and educational organization based in Portland,
t formulates and promotes free market, conservative public policies in the areas of ceonomic growth, fiscal

document may be copied and distributed with proper citation.
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What a Taxpayer Bill of Rights
will do for Maine

April 28, 2006




m High Taxes & Big Spending
— Highest state and local tax burden in US for 12 years
m Mainers pay $135 (13.5%) in taxes for every $1,000 in income
Highest property taxes in the country

w 9% of personal income, 67 highest per capita
7t highest state income tax rates in the country
— Downgraded bond rating - a/f 3 rating agencies, first ever

» Low Incomes and Poor Job Climate
— 39t in median household income
— 5% worst business tax climate
— 3rd highest health insurance rates in the nation

A 2 . J
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= Very low job growth — since Jan 2003
> 0.7% growth in private sector jobs
> 1.7% growth in government sector jobs

e Oldest state in the nation (median age)
m Second lowest birth rate in the country

= Very slow population growth
» less than 1% annually
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~ m Increase number of jobs
m Increase wages and incomes
a Retain more young people and families
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» Reduce dependency on government
Drograms

e Create more accountability for
government spending

» Reduce tax burden

f2EAE 17:57
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s Provide reasonable growth of
government at all levels

s Create a predictable tax and regulatory

COMMISSION

ETHICS

climate
s Reduce tax burden

e Use a proven, simple and successful
method

/2686 17:57
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With the Taxpayer Bill of Rights,
Maine state and local government

$207 million each year growing
from $5.9 billion in 2007 to <,
$8.7 billion in 2021

Dollars in Billions

At

] - current
spending increases an average of pate

/
s 7

.\\ _ P
-

With

e Taxpayer

Bill of
Rights

______,_u_____F,._u____.___________u_______________._

1958 1965 1972 1979 ‘ mm_m_m 1993 M@cm 2007
State Fiscal Year

\
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- With a Taxpayer Bill of Rights...

a Local spending grows an average of
$74 million each year

— Increasing from $2.4 billion in 2007 to $3.4 billion in 2021
— 3.1% average growth each year

m State spending grows an average of

$133 million each year
— Increasing from $3.4 biilion in 2007 to $5.2 billion in 2021

— 3.7% average growth each year
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Spending

Pupil count

With the Taxpayer Bill of Rights,
Maine local education spending
increases an average of
$39 million (2.8%) each year

1 E|
1 T 1

i 1

200 2006 2011 2013 2015 2007

1 1

2019

2021

Billions

Local Education Spendin




P&SE 55758

ETHICS COMMISSION

17:57 ZATZEVETVS

12/87/2886

At Current

Rate .~
-

\

With\

 Taxpayer B
of Rights

"

-
Y
T
et
=]
0
X
)
o

Sta:h': & Local Tax Collections (% of Income)

———-rrr T T T T T T T T T T T T T T T T T T T T 7 o s T e e e e

1955 1972 1979 1986 003 2000 2007p 2014 2021p
State Fiscal Year

S —
o i3 el oy \h.ﬁ.mm..\..q. A2 .WMN Tt B s ‘
\.\ ra & THE MAINE HERITAGE #OLICY CEKTER

April 28, 2006




COMMISSION

iy
[l
—
T
[
Ll

28R 17V: 57

ars

s Maine’s tax burden will be at the
national average by 2021.

s How can the Taxpayer Bill of Rights be
unreasonable when the stated goal of
LD 1 is to reduce Maine’s tax burden to
the national average by 20157
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To:
From:
Date:
Re:

16: 25 287287ETTE ETHICS COMMISSION

STATE OF MAINE
COMMISEION OM GOVERNMENTAL ETHICS
AND ELECTION PRACTICES
135 §TATE HOUSE STATLON
AUGUSTA, MAINE
04333.0138

Commission Members

Jonathan Wayne, Executive Director
December 8, 2006

Additional Materials for Agenda Ttem #8

I have attached two materials relating to Agenda Item #8:

A letter received today from Daniel 1. Billings, Esq. on bchalf of the Maine
Heritage Policy Center.

Legislative testimony relating to the Taxpayer Bill of Rights (TABOR) which I
obtained in response to a voicemail left by Mavourneen Thompson today. Earlier
thig year, TABOR was considered by the Legislature as LD 2075 before it was
put on the general election ballot. It received a public hearing on March 30, 2006
before the Joint Standing Committee on Taxation.

At the hearing, Bill Becker testified for the Maine Heritage Policy Center
(MHPC). The MHPC testified in support of LD 2075 (the MHPC thanked the
committee for the opportunity to testify in “full support™ of the bili). When M.
Becker signed up as the second witness, he placed a check-mark in the proponent
column. One of the materials attached to his supportive testimony was an article
in the Maine View, a newsletter published by the MHPC.

Please keep in mind that PAC reporting and §1036-B reporting are concerned
with financial reporting of efforts to influence an glection, not a bill before the
Legislature. Nevertheless, the MHPC testimony in support of TABOR may have
sotne bearing on whether you believe ~ later in the year — the MHPC made
expenditures o promote or influcnce in any way the TABOR ballot question.

OFFICE LOCATED AT: 242 $TATE STREET, AUGUSTA, MAINE
WEBSITE: WWW.MAINE.GOV/ETHICS
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December 8, 2006

lonathan Wayne, Executive Director

Maine Commission on Governmental Ethics & Election Practices
135 State House Station

Augusta, ME 04333-01335

RE: Issues Raised by December 6™ Staff Memo

Dear Jonathan:

apologzze for writing after the meeting packet has been put together, but the
December 6" staff memo brought to mind issues that should be considered by the
Commission staff and counse] before the December 12™ meeting.

* Statutory Construction of 21-A M.R.S.A, §1056-B

Page 13 of the staff memo states “we believe that the Commission should apply
§1056-B as it is written.” If that is going to be done, consideration must be given to the legal
meanmg of the terms used in the statute. The staff memo does not consider the statutory
meaning of the terms used in §1056-B. .

§1056-B(2) requires reports containing “an itemized account of cach comtribution
received and expenditwre made aggregating in excess of $100 in any election.” The terms
“contribution” and “expenditure” as used in §1056-B are defined in 21-A M.R.8.A. §1021.

The term expendinure is defined in §1021(4) a3 including “[a] purchase, payment,
distribution, loan, advance, deposit or gift of meney or anything of value, made for the
purpose of influencing . . . the initiation, support or defeat of a campaign, referendum or
initiative,” Therefore, by definition, expenditures required to be reported under §1056-B(Z)
are limited to those made for the purpose of influencing the initiation, support, or defeat a
referendim or initiative. If the Commission is to apply §1056-B “as writfen” the statute must
be so limited.
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The question then becomes what speech would qualify as being made for th-e purpose
of influencing the initiation, support or defeat of a campaign, referendurm or imitiative?
Would it include speech that does mot expressly advocate the passage or defeat of a
referendumn question?  IF s, would the definition of expenditure then' become
unconstitutionally vague or overbroad? How would a speaker know when their speech

concerning a referendum question triggered reporting and when it did not?

Historical Application of 21-4 M.R.S.A. §1056-8

Commission staff have determined that no groups filed §1036-B reports in 2004,
despite a great deal of activity concemming the Palesky Tax Cap referendum. Some of the
groups that now suggest that the Commission should apply the statute broadly did not apply
such a reading of the law to their own activitiss two years ago. A number of groups who filed
reports this year had conducted similar activities in 2004 without filing reports. Also, there
were a number of organizations other than MHPC which conducted activities this year
regarding the Taxpayer Bill of Rights who have also not filed reports with the Commission.
These organizations include a number of Chambers of Commerce, trade organizations,
municipalities, school districts, and businesses who endorsed or opposed the Taxpayer Bill of
Rights and whose activitics wonld exceed the 31500 threshold if staff time spent on those
activities is to be counted towards the reporting threshold.

This suggests that there has been no widespread agreement or understanding of the
requirement of §1056-B and little action by the Commission o enfiorce the law or to educate
groups regarding its requirements, The same conclusion that MHPC reached regarding filing
was reached by a number of other organizations in both 2004 and 2006. If the approach
suggested by the staff miemo is adopted by the Comumission, will all groups who have
conducted referendum related activities now be required to report their past activities? '

‘What should be reported?

The staff memo provides little guidance to what a group such as MHPC should report,
As has been detailed {n the information MEPC has provided to the Commission, MHPC spent
no mopey on advertisements, mailings, or other campaign type activities related to the
referendum. There are no bills or invoices to consult to detenmine what expenditures should
be reported if the Commission adopts the view expressed in the staff memo. '

If MHPC were to be required 1o teport, the main item on the report would be staff
time, What staff time should be reported? Should research and report writing be reported?
At least one group that has filed 2 §1056-B report has stated that they did not report staff time
spent on tesearch. If public speaking by staff members is to be reported, how should media
appearances covering several different topics be reported? MHPC President & Chief
Executive Officer Bill Becker is a regular guest on radio talk shows. JIn many of his
appearances during 2006, 2 number of topics were discussed along with discussion of the
Taxpayer Bill of Rights, How should the time spent on such appearances be reported?
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After the fact, it will be nearly impossible to accurately determine the exact amount of
staff time spent on such activities.

1t is also important to note that MHPC's public speaking on the initiative was primarily
at the invitation of media, cities, towns, and service organizations that decided to organize
forums. MHPC did not organize meetings to edusate voters or organizations about the
initiative. However, as experts on the issue, MHPC was asked to explain the proposal at a

number of events organized by others.

If reporting by MHPC is to be required, guidance should also be provided regarding
the time period where reporting is required. As has been earlier explained, MEPC was the
author of model legislation that eventually became the basis for a legislative bill introduced in
the Legislature in 2005 and a citizens’ initiative known as the Maine Taxpayer Bill of Rights.
However, MHPC did not draft the model legislation to be a referandum guestion and MHPC
did not initiate or organize the effort to have the bill placed on the ballot. Should staff titme
spent on drafting the model legislation be reported? If reporting is to be required, must
MHPC report staff time answering press calls concerning the bill while the signature
gathering process was underway? Tt should be noted that opponents spoke out against the
Taxpayer Bill of Rights before the decision was made to place it on the ballot. However,
those that have filed reports appear to have limited their reporting to the period afier the
decision was made to place the guestion of the ballot,

s 1/

Daniel I. Billings
e-xall: dbjllings@ewinet
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Testimony of Blll Becker
In support of LD 2075, An Act to Create a Taxpayer Bill Of Rights

Delivered by Bill Becker, president & CEO of The Maine Heritage Policy Center at the March 30,2006
hearing on LD 2075 before the Joint Standing Committee on Taxation

Senator Perry Reprcsentauve Woodbury, dxs’nngmshed members of the Committee, my name is Bill Becker,
and T am the President of The Maine Heritage Policy Center, a public policy think tank located in Portland,
Maine. I wish to express my sincere thanks to the Committee for the opportunity to testify in full support of
LD 2075, An Act to Create a Taxpaycr Bill of Rights.

Patrick Henry, when asked to define the role of government in America, stated: "The Constitution is not an
instrument for the government to restrain the people; it is an instrument for the people to restrain the
govemment - Iesi it came 1.0 dommatc our IIVES and mterests » .

" That very statement is exactly what the Taxpaver Bill of nghts sets out to do through a reasonetl, pr1nc1pled
and moderate apprnach to creating a healthier Maine economy.

The meaning of the words “The Taxpayets’ Bill of Rights™ reminds us of the original Blll of R1 ghts which
guaranteed us certain additional protections from an overreaching government. Some examples included the
right to bear arms, the right to free speech, the right to state sovere1gnty

Here in Maine, we are ta]kjng about the taxpayar 5 right to set parameters, or guidelines, regarding the
growth of our taxes and the spending that drives them. We are talking about slowing the rate of growth of
government to something that Maine people can afford.

What does the Maine Taxpayer Bill of Rights do?

1. Tt will allow government at all levels to grow as fast as our economy grows, uging inflation (erosion
~ of the value of money) plus an allowance for population growth. The government should not grow at
a tate that is faster than the taxpayers® ability to pay.

2. - If government leaders decide we do need to increase a tax, a fee, or government spending —they
must fist ask for our permission after a 2/3 vote of the governing body. Similar to the way that major
decisions are passed in this state — constitutional amendments and bonds, and until recently, the state
budget - the legislature would be required to have a 2/3 vote to send it to the voters for their approval
with just a majority vote needed.

" 3. And, if excess money comes in over an above the allowable spending, 80% gets retwrned to the
taxpayer and 20% goes into a budget stabilization fund — at every level of government.

Why is this needed? One néed only look at our current situation to understand that a dramatic change is
needed. Maing is facing:

Highest State and Local Tax burden in the nation — a rank we have held for the last decade.
» 2" highest health insurance rates in the nation ~ anly exacetbated by this Administration’s
- unsustainable Dirigo Health initiative and Medicaid expansion, leaving Maine with the hlg,hcst
parcentage of its population on Medicaid of any state in the nation.
= Ranked 5% worst just this month in our states business tax climate by the nonprofit Tax Foundation
Ranked 2™ worst in the $mall Business Survivability index produced by the nonprofit & Small
Business and Entrepreneurship Council
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s Population growth is slow over the last 15 years, and is one of the lowest in the nation at only 7.8% -
averaging near stagnant annual growth

o Multiple jobs reports in the past few months look at the data clearly and state a net loss of jobs in last
few years — and the only growth is in government, education, and health care — all funded primarily
from our tax dollars -

- e All3bond rating agencies downgraded Maine last year -- first time in our hlstory, and we are ot1 &
' watch list again this year

= Maine's personal income growth has persistently laggad the nahonal average over the last 50 yz:ars
The highly touted LD1 which promised to lower Maine’s tax burden to the middle third of all states
by 20135, has failed to deliver much tax relief while state spending has again increased at over 10%
during this bienmium. Tt is nearly statistically impossible, as we will point out in the coming weeks,
that LD1 will achieve the desired goal anywhere near the year 2013,

Maine people have Jearned about these facts, and realize that we cannot continue to support the same public
policies that have brought us to the bottom of the economic barre]l when compared to most states.

“Unfortunately, reasonable reform is being opposed only by a small yet vocal minority of organi: zations that
depend on unfettered increases in government spending to their government depariments, agencies,
nonprofits, or special interests, This “spending lobby™ is very well staffed, vocal, and strident in their
opposition to any common sense, reasonable, moderate, and proven public policy such as the Taxpayer Bill
of Rights.

1 would like to address some of the points recently made by well-meaning but misinformed critics who have
spoken out against the value of growth allowances made by the Maine Taxpayer Bill or Rights. It is
important to put an end to the misinformation by providing the committee with fact over fictior.

1. FICTION: You will be told by opponents that The Maine Taxpayer Bill of Rights will cut
- government spending and devastate Maine public services.

FACT: Maine’s Taxpayer Bill of Rights does not propose a cut in any program or a service. It allows
all levels of government to grow annually at the rate of inflation with an allowance for population
growth, No cuts are proposed. Those who argue that there will be cuts are really argning that even
today, Maine does not spend enough money per capita on government programs ot services, and that
any sort of restraint would prevent even greater levels of spending and taxes. It is true that in a very
small percent of municipalities which are losing a large portion of their population (faster than the
inflation rate), that the growth allowance will be negative - reflecting not a cut in real per capita
government services, but the reality of a smaller population being served by that level of government.

2. FICTION: Opponents will claim that Colorado has repealed, repudiated, or otherwise suspended ’;h'eir
own earlier version of the Taxpayer Bill of Rights.

FACT: The Taxpayer Bill of Rights remains in place in Colorado, Since Colorado voters passed it as
a constitutional amendment {4 years ago, not one word, comma, ot other alteration has touched the
Taxpayer Bill of Rights. In November of 2005, Colorado votets approved a 2/3-vote request by the
Colorado legislature to forego any rebates that would be returned to the taxpayers for the next five

- years, It was the firgt. such statemde approval in 14 years conducted thrc:ugh the law’s own
provisions. ‘

3. FICTION: You will hear that TABOR has devastated Colorado. Sine the Colorado Taxpayer Bill of
Rights was passed, Colorado has become a bad place to create jobs, do business, or to live.
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FACT: Colorado’s population has grown by 40% over the last 15 years, from 3 million te 4.3 million
people. Nearly one million jobs have been created, and Colorado is consistently in the top ten states

. in job growth, Colorado’s gross state product is one of the fastest growing in the nation. Colorado
has one of the lowest tax burdens and friendliest business environments in all national rankings.

4. FICTION: You will hear from opponents that Colorade’s Taxpayer Bill of Rights has devastated
° Colorado’s government programs and services. K-12 education, higher education, dnd health care
- services for the poor have deteriorated. B ' :

FACT: Government has not suffered under their Taxpayer Bill of Rights, In just the past six years
(after the boom of the 1990°s and through Colorado’s recession), total state government spending has
increased by 50% from $10 billion in 1999 to $15 billion in 2005,
Most of the problems that impacted government in Colorado were caused by the 2001-02 recession,
the high-tech bust, and a drought and forest fire season that caused state tax revenue to declineby
_ 17% in just 18 months. That revenue decline was not at all due to the Taxpayer Bill of Rights. Still,
~ average teacher salaries in'Colorado are 22™ highest in the nation; 4nd Colorado boasts some of the
. most well-respecied universities in the nation. Some of the recent vote, under the law’s provisions, is
to go to higher education. :

5. FICTION: At the same time that opponents will try and convince you of Colorado’s devastation,
another report comes out claiming that Colorado’s economic success is not due to Colorado’s
Taxpayer Bill of Rights. '

FACT: In fact, neither claim is true. A March 16, 2006 report from the Center for Budget and Policy
Priorities, a direct funder and supporter of the Maine Center for Economic Policy, claims that
Colorado has suffered significant decline and deterjoration under the Taxpayer Bill of Rights. But a
report released last week (March 23, 2006) by this same organization, makes that case that Colorado
in fact prospered in the 1990°s — but that it was not due to the Taxpayer Bill of Rights. You can’t
have it both ways. Colorado either prospered, or it didn’t, and the CBPP's own paper contradicts
earlier efforts to claim devagtation. The data speaks for itself.

6. FICTION: Christopher St. John of the Maine Center for Economic Policy stated on a Tuesday
television interview that Maine's high tax burden is due to the fact that Mainers have a Massachusetts
appetite for level of services, but an Arkansas level of income. - |

FACT: Looking at both Arkansas and Massachusetts, we find that they both have a dramatically
lower state an local tax burden than does Maine, 2 much lower median age, and have more residents
with a bachelors degree or higher, Yet Massachusetts has a much lower percent of its population
receiving Medicaid (one of the largest services that any state government provides), and roughly the
satne percent of uninsured as Maine. And Arkansas residents do earn less than Mainers, yet that state
is seen as one of the more business-friendly states in the union, while Maine is second to last. So
while it is true that Arkansas residents earn less than Massachusetts or Maing residents, both of their
states have figured out how to attract jobs, people, and businesses through a lower rate of spending
and taxes.

7. FICTION: Opponents, such as former Colorado State Representative Brad Young, will claim that by
the citizen’s having a greater say in tax and spending increases, we have lost our representative
democracy.
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FACT: TABDR does nothmg to jeopardize representative democracy. Elected officials W111 still hold
the ultimate responsibility for determining the laws of this state and local government. Budgets and
taxes will still be crafied and negotiated by legislators and town officials. But the people will now

- define the parameters within which officials can tax and spend — tied to a very solid and economically

mgmf" cant statistic siich as inflation and population growth. There are new parameters within which

officials can operate ~ similar to the term limits which defined how Jong a legislator can serve.

FICTION: You will be told by the opposition that there is no need for a tiwo-thirds vote in order to
ask the citizens for their majority vote to approve tax or spending increases above the inflation plus
population formula,

FACT: Major decisions by Maine state govemment require a two-thirds majority vote. The budget -
has traditionally required that deference, and it is required that both bonds and constitutional
amendments receive a two-thirds vote of the Legislature followed by & majority vote of the people.
This is exactly the same formula being proposed under Maing’s Taxpayer Bill of Rights, Some states

= actually require a three-fifths vote-in this area Why so stringent at the state and local level? Because
" Maine’s highest-in-the-nation tax burden necessitates a change from the status quo when it comes to

- 10.

both spending and taxes, a two-thirds vote is appropriate. Qtherwise, without the two-thirds
requirement, it would be business as usual.

FICTION: Opponents will claim that Maine’s Taxpayer Bill of Rights will not be effective on the
state level if it is not in the Constitution as an amendment.

- FACT: Itis fhe responsibility of our legislators to uphold the will of the people - and a citizen’s

petition and initiative is a demonstration of that will. It is important to note two specific citizen’s
initiatives that are not found in the Maine Constitution, but were passed as citizen's initiatives and
hold tremendous sway over this body today. Both term limits, and Clean Elections, werg citizen's
initiative but are cot constitutional. The will of the people is a powerful message, and docs not
necessarily need to be a constitutional law.

FICTION: Opponents will make the claim that TABOR is complicated, or that it would be difficult to
implement at the state and local level. Opponéents will also claim that the administrative costs of
sending tax and spending increases to the voters would be high.

FACT: Whenever a riew law is implemented, there can be great consternation regarding the -
imp[lamentation and conformity with other state and local Jaws. One example were the critics of
both term limits and clean elections — both have survived the test of time well. I'm fully confident
that the good people at the Maine Municipal Association, having worked hard at implementing even
the dubious and complex LD1, would be fully capable of managing the implementation of the Maine
Taxpayer Bill of Rights.

Noted political opinion leader George Will once stated: “In the lexicon of the political class, the word
'sacrifice’ medns that the citizens are supposed to mail even more of their income to the government so that
the political class will not have 1o sacrifice the pleasure of spending it."

It’s time to end that pattern in Maine,

Thank you for your time and would be happy to answer any questions you might have.
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How Does It Work? — Local/Count
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Beyond the Supplemental Budget:
What About State Debt, Per Capita Tax Burden, Future Reserves, and the Structural Gap?
by Roy Lenardson

Onee again the legistature is busy spending the “surplus” that
arrives miraculously each year sometime after Christmas, but
before the sap flows from Maine’s maple trees. Thers are a few
important points that need to be made about the alleged surplus,
from which the Supplemental Budget is derived,

%4.5 Billion in Debt

..-.and Growing! e |

Let us be clear, there is no surplus. Tgnored hospital bills,
arowing unfunded Habilities of the retirement system, and
shifted costs to firture budgets are more than sufficient evidence
of the absence of any surplus. Hopefully, policymakers will look
beyond the alleged surplus, and instead, make significant policy
changes to stem the expanding structural gap forecast for 2008,
as well as the growing mountain of debt,

The Unfunded

R # The largest state debt is the unfunded actuarial liability
Actoarial Liability

owed to the Maine State Retirement System. The short fall is
estimated to be §3 billion, with a constitutional requirement to
pay down the unfunded liability no later than June of 2028.[1]

» The state of Maine is currently carrying approximately $1.2
billion in an unfunded obligation for health insurance premi-
ums for retired teachers and state employees. Tn 1999, Gover-
nor King created the Retiree Health Insuranee Fund to begin
whittling away at the unfunded obligation. However, during the
2004 sessign, this entire fund was spent in supplemental budg-
ets.[2]

» The Maine Governmental Facilities Auvthority was started in
1998 and allows lawmakers to avoid voter approval for bonding,
With a simple majority vote, the Legislature can borrew at will

Unfunded Retiree and pass the debts on to future Jesislahyres. [3]

Health Insurance + Under Medieaid, hospitals are paid a provisional interim
payment {“FIP™) every month. The backlog of money owed to
hoapitals at this time is approximately $300 million in state and
federal funds. The state share is about $100 million. 1t should
be noted, that the federal funds are available now, but cannot be

releaged until state funds are committed.[4]

Government
Facilities Authority—uw

| e - This is the “surplus ” driving the current

e B168- -
Hospital Settlement —» [$100 Million| | Misissi: - supplemental budget

'ﬁﬂz‘!ﬂ"@-- .
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Table | - Tax Burden ‘ ' .
i Anaother issue often lost in the budeet debate is the actua) consequence of
passing budgets—the resulting tax burden. Recall in 2004, with the mtro-
Maine's|  Juction of L.D. 1, Governor John E. Baldacet and the Legislature indicated
Rank that they were willing to address Maine’s tax burden. The legislation even
went 5o far as to statutorily stats the policymakers” tax burden reduction
goal with the passage: *. . . that by 2013 the State's total state and local 1ax
burdzn be ranked in the middle 1/3 of all states . .. "[5]

Well, it stands to reason that if we are currently among the highest in the
nation in temms of tax burden, the Governor and the Legislature woulg need
to enact budgets that have the effect of lowering that burden. 3o, that begs
the question—=How did they do? Not so well, according to the Tax -Foun-
dation, a nationally recognized organization. Table | shows that in the first

year of Governor Baldacci’s term Maine ranked number 1 in terms - SO——————
' T O e A e
of state and local tax burden. At 12.7 percent, Maine was 24 percent Wmﬁt.aﬁ:?mmw T B o TR

higher than the national average of 10.2 percent. In 2005, the last | 1 7iS year, Maine’s tax burden ranied pumber
year of complete data, Maine ranked nurnber 1 again at I3 percent, IE{ 1 again at (3% . That’s 28% higher than the
or 28 percent higher than the national average of 10.1 percent.[6] ¥ national average of 10.1%.

‘ . Maine's State
Year Ns:::}unal and Local tax
= Burden

[f the goal was a Iower tax burden, then we are moving in the wrong
direction,

It's pot necessary to use national data. One can look right here in Maine at the figures provided by the Maine State Legislature's
Office of Fiscal and Program Review, Maine’s per capita total tax burden continues to increase at a rate significantly greater -
than inflation. In fact, Chart 1 indicates that since 1999 the Maine tax burden has grown more than 25 percent, or about 50 per-
cent fagter than the rate of inflation.[7]

The question is very simple: How does Chart 1 5
the Governor and the Legislature plan to . ‘ . [
move Maine’s tax burden to the middle of Maine State and Local Taxes Per Capita 1999-2005 ‘

the pack? The follow three budget Jline
items will add to, not lower, the Maine

tax burden. $4.100

1. Mare Positions. The Supplemantal 53,800 -
Budget adds 46,5 mare state emplovee $3.700
positions paid for in the General Fund.

Another 29 state employee positions are $3,500 -

financed by Qther Special Revenues.[8]

53,300

2. More Maineeare/Medicaid Spending. $3 100

The supplemental budget continues to feed

. _ $3,077
the state’s fastest growing welfare program, | $2.960
Wedicaid/Mainecare, by adding another
$86.7 million in additional spending.{9] $2.700
This incteased funding creates future prob- | §2 500 : : :
lems down the road because it postpones the @ s 5 o = o o
mevitable expansion of eligibility to the o & il T i o T

next biennium, as opposed to making the

structural changes needed today. In fact, the
structural gap analysis prepared by the Legislature's fisgal offics, indicated that spending is projected to grow by almost 25 par-
cent it the next biehnium, This growth is & direct result of the failure to make long term adjustments to the program. '

Sourze: Maine State Lepislatre. Office of Fiscal and Program Review,

3. More Education Spending. On the education front, the continued ramp up of school funding to 55 percent of the full costs
of essential program and setvices (EPS) will result in double digit increases, ranging from 17-20 pereent, in both the FY06-

THE MAINE HERITASE POLIGY GEMYTN PEIQE 2
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biennial budget, and the FY08-FY09 budget (projeéted).[10] While the
additional school aid will undoubtedly be welcome at the local level, the
evidence of a lowered tax burden as a result of the infusion of cash re-
mains questionable, and will remain that way umtil the Governor and the
Lagislature implement meaningful controls on spending at all levels of

government.

Fuature Reserves

In 2003, the Governar and the Legislature replaced the Maine Rainy Day

Fund with the Maine Budget Stabilization Fund. The amended fund is
primarily used for the prepayment of General Fund bonds or for major
construction (projects greater than $300,000).[11] Tn the last session of

the Legislature (2003), the Legistature further amended the Maine Budget
Stabilization Fund so that it"s primary purpose is to address revenue short-

falls.

In 2005, the ending balance was just 1.7 percent of General Fund Reve-
nug, down from the high and statutory cap of 6 percent, in 2001 (see Chart 2). The Governor’s Supplemetital Budget proposes
to place $35 million in the Budget Stabilization Fund, in 2007, Of caurse, the same budget alsa proposed to undo a budget gim-
mick from 2003, in which the Legistature in essence, created meoney out of thin air to balance the books in 2006, The Legisla-
ture achigved this by loaning some money to the 2006 budget from the 2007 resources.[12]

16/23

Chart 2
Ending Balance of the Maine Budget Stabilization
“Fund as a % of General Fund Fevenue

7.0% 8.0% °
8.0% :l

5.0%
4.0%
3.0%
2.0%
1.0%
0.0% A

FYor  FYoz  FY03  Fr04 FYQS

Souree: Mains State Legislare. Office of Fisal and Program
Review, Compendium of State Fiscal Information, Jan. 2006,

Unfortunately, that plan backfired. The state coffers swelled, making the loan unnecessary. Here comes the best part: as a result
of the legal requirements governing budget resources, a law was triggered that would automatically move the “loan” money to
the Maine Budget Stabilization Fund.[13] Unfortunately for Maine taxpaycrs, that money will likely never make it to the Maine
Budaet Stabilization Fund. The Govetnor proposed to “undo™ the “loan,” which triggered the transfer. At the end of the day, he
can claim 835 million more for the Maine Budget Stabilization Fund, but in truth, more than 37 million was cut in reserve reve-
nue from what would have transpired if the dubious borrowing never happened.[14]

The Structural Gap

What about the next biennium? Will Maine be on the
right track to move toward the middie of the pack in
the next budget? One excellent baromieter of fture
budget stability can be found in the structural zap
analysis provided by the Office of Fiscal and Program
Review in the Structural Gap Estimate: March 2006,

"Despite ravenye revisions Mereasing 2008-2009
General Fund revente projections by almost §50
million, updated estimates of the costs of General
Purpose Aid for Local Schools and Medieaid/
MuineCare programs resull in virtually no nat
change in the Gevieral Fund struchural gap esti=
meite of $425 to $430 million released afier the
tst Regular and st Special Sessions of the 122nd
Lepislature,

The extent of the future imbalances will depend
largely on the decisions regarding the use of the
current hignmium budgeted ending balance of
§113.1 million and the initiatives ysed to address

53400000000 +
$3,300,000,000 4
$3,200,000,000 -

$3.100,000.000
$3,000,000,000

$2,900,000,000 -

$2,800,000,000

$2, 700,000,000

$2,600,000,000
-$2,500,000,000

Chart 3
General Fund Stroetural Gap
Actual __ Budgeted Projected
‘7/}
— \‘& j’i_
i | The gap for the next
""._' budust is expected 1o
be §425-5430 Million
Fy05 Fy 06 FY 07 FY {8 FYDo

— w To 18] GF Revends —B—Total Appropriations '

Source; Maing State Lagislature. Dffice of Fiscal and Program Review.

the 2005-2000 General Fund structural balance. Even assuming thar GPA growth declines dramarically in
the 2010-2011 hicnnium and that the methods to balance the 2008-2009 biernium do not exacerbate the gap

Surther, the 2010-2011 structural pap may pxceed 3600 million based on longer term projectiems of reve-

tite growth and spending needs. "T15]

-"‘"ﬂ.-ﬁrf
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It is not diffiéult to pinpoint the drivers in the structural gap. MaineCare spending is projected to grow nearly 25 .
percent in FY08-FY09 and education spending is expected to grow by almost 20 percent.{16] Fiscal restramt : i
seems highly unlikely if the past decade 1s any indication of fuhire performance.

Conclusion .

In the end, wjether it is the ballooning debt, the expanding per capita tax burden, the anemtic reserves for rainy days, or the
ominous structural gap forecast, there is little hope that Maine will ever see a lower tax burden as long as these four fiscal
‘challenges confinue to plague the Maine laxpayer.

Methodelszy ‘

The total statc debt pumber was caleulated based on state debt incurted by the Maine State Legislature. General Obligation
Bonds were not included in the calculation because those bonds were not only approved by the Legislature, but also, approved
by the Maine voters. The voter approval legally obligates Maine government to issue the debt. However, all other outstanding
debt is the direct result of legislative action. Crrrently, Maine has $487 million in outstznding General Obligation Bonda.[17]

Sources .
1, State of Maine, Office of the State Treasurer, Maine 's 2004 Tux-Supported Debt profile as of June 30, 2005.
2. IBID.
3, Maine State Legisiature, Office of Fiscal and Program Review, Compendhum of State Fiscal Information, Tan. 2006,
4. Mainc Hospital Association, Tesiimony in Suppart of LD 1968, http://www themba, ovg/advocacy/2006supplementalbudpet.tm
5. MRSA, section 7301, ‘
6, Tax Foundation, Tax Freedom Day Report, 2002-2003. ‘
7. Maine Statc Legislature, Office of Fiscal and Program Review, Sate and Zocal Tax Burdan. http://www. maitie.gov/legis/olpr/
taxinfomain.htm. ' ‘ :
%. Maine State Legisliature, Office of Fiscal and Program Review, LD 7968, Governor's 2006 - 2007 Supplemental Budge!
122nd Legislature, 2nd Regular Session,
9. 1IBID, ‘
10. Maine State Legislature, Office of Fiseal and Program Review, Compendium of State Fiscal Information, Jan. 2006.
11. Maine State Legislature, Office of Figeal and Program Review, Structural Gap Estimate: March 2006. ‘ .
12 State of Maine, Burems of the Budgel, 2006-2007 Biennium Budgeat, ' {
13. Maine Statc Legislature, Offiee of Fiscal and Program Revisw, Compendium of State Fiscal Information, Jan. 2006.
14, Maine State Legislaiure, Office of Fiscal and Program Review, Overview of the Governor’s 2006-07 Supplemental Budget
15, Maine State Lepgislature, Office of Fiscal and Program Review, Structural Gap Estimate: Mareh 2006,
16. IBID.
17. Maine State Legislature, Qffice of Fiscal and Program Review, Compendium of State Fiscal Infermation, Fan, 2006,

Roy Lenardson is a Senjor Adjunct Fellow at The Maine Heritage Policy Center. The aythor can be reached at tlenard-
son@rmainepelicy.org.

The Maine View is a publication of The Maine Heritage Policy Center that provides research, histotical perspective, updates
and commentary on current public policy issues. All information is from sources considered reliable, but may be subject to
inaceuracies, omissions, and modifications, '

The Mains Heritage Policy Center is a 501 (¢) 3 nonprofit, nonpartisan research and educational organization based in Portland,
Maine. The Center formulates and promotes free market, conservative public policies in the atcas of economic growth, fiscal
matters, health care, and education — providing solutions that will bepefit all the people of Maine. Contributions to MHPC are
tax deductible to the extent allowed by law,

© 2006 The Maine Heritage Policy Center .
Material from this document may be copied and distributed with proper citation.
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TABOR tames runaway spendmg

Writing abeut Colorado's Taxpayer Bill of Rights ‘(TABDR) the Bangor Daﬂy News reccntl:,r adnonahzcd thaL Coloradans find our
tax Himritation measure "difficult to accept.” Hardly. TABOR was passed by & vole of the peﬁple in 1992 and has proven effecnve in
putting the brakes on runaway government speriding, ‘

" T have been, and remain, a strong supporter of TABOR. I have strongly encouraged taxpayer leaders in other states, including the good
folks at The Maine Heritage Policy Center, to work for the enactment of similar measures. TABOR works because it prevenfs the kind
of government spending - and higher taxes - that have- plagued Maine and other states for years. Morenver TABOR requires that we
ask taxpayers first before government can-spend more of their money, ar inarease their taxes.

 Far from a fiscal strait jacket, TABOR is aneconomic. bul]etprnnf veat. And it has served Colorado well, despite the unrelenting
attacks from those who seek imfettered governiment spending. For example, forecasters at "Economy Dot Com” project Colorado job
growth in 2005 at 2.8 percent - one percentage point higher than the nationa] average. The FDIC believes 2005 will be the best year i
Colorado for new jobs since 2000,

We' expect robust income growth, too. Cnlnrado ' per ¢apita parsunal m_r.:ome ‘tanks etghth m the nation, We're'in the top'ten states for
personal income g,m‘wth with an expected growth ate of 5.6 pércent, up from undér T percetit in | 2002.

So, if TABOR is working so well, why am 1 joining a bipartisan group of Colorado legislators in asking our voters for permission to
keep all the excess funds the state will collect over the next five yéars?

The answers are simple, and straightforward, First, Colorado, like most states, was hit hard by the recent recession and the 9-11
terroriat attacks. As a result, our state suffered an unprecedented two-year, 17 percent drop in revenue. The TABOR spending caps
maiter only when there is excess revenue - revenue that we then rebate to taxpayers. We Jacked the revenue to hit the TABOR caps, 50
- until this year - TABOR has not been an issue. We did cut upward of $1 billion from our budget, but that was to have spending
match our lesser revenue because we are Constitutionally required to balance our budget.

Secondly, Colorada voters in 2000 approved a Constitutional amendment that requires substantial inereases in public education
“spending - regardless of whether our révenue is up or down. This narrow and difficult requirement, coupled with soaring expenses on
the federal Medwmd mandate, deepened our ﬁscal challenges. Again, TABOR wasn't the problem.

This unprecedented revenue dmp did, however, cxposa an unforeseen flaw in the design of TABOR: it prevents the state budget from
recovering in the wake of a recession. While Colorade govermment was required te cut during the downturn, we have no way to more
appmpnately fund programs apd services now that the econemy is stronger. This "ratchet down" effect should be avoided, and
Maine's version of TABOR now being considered will include a 20 percent budget stabilization fund that will eliminate the "mtchet
down" effect, while still returning 80 percent of revepue over allowable spending to the taxpayers.

So, in order to complete our recovery from the recession, we are asking our voters to allow government to use the additional doHars
over the next five years, This isn't due to a prablem with TABOR, We're using a key provision of TABOR that allows for flexibility 1o
tespond to challenges - provided taxpayers agree. Colorado has seen more than 600 successful TABOR overrides in municipalities,
counties, school districts and E}[JECIEI districts. This November voters will decide whether the state can retain such revetiue for the next
five years.

As happc:ned in Colorado when TABOR was originally passed, the big spenders in Maine are out in force predicting all sorts of

‘calamity if your state caps spending and empowers taxpayers. The fact is, TABOR, has been a key component in protecting Colorado
Jjobs and our economy, and it cuuld do the same for Maine.

Bill Owens is governor of Colorado.

Ittpuwww hancomews.com/mews/templates/7a=116148& 7=15
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TABOR will pay dividends for Maing
Sunday. MEll'ch 26, 2006

A s:mﬂar adoptian in Colarado prowded backbnne when offi cc—ha!ders felt tcmpted lo werspcnd .
"Gt under the hood and fix the problem.”

In 1992 that can-do approach made Ross Perota presidential contender. Today he is lxtﬂe remembered, whﬂc the federal government
still has big problems. But the same reforming spmt the same year, produced a fix-it sohution for state government that keeps looking
better as timea goes by.

It's a powerful idéa called the Taxpayer B;ll of Rxghts, or TABOR. Colerado voters, i 1592, fed up w1th abloated budgetanda
lagping econamy, tired of the Broken promlses of pohncmns eot under the hood and mstalled TABOR in our state's.constitution. The
results have been great ever since, for everyone except the spema]-mtcrest spendmg Tobbyists.

. The Taxpayer. Bill of Rights has.paid dividends-in Goloradé-for-job’ creatmn, family-finanées; leaner government, and-Jower taxes: Ats -

fiscal Testraint s provided backbone whcn oftice-holders feit 1empted Its ﬂex1b111ty has allowed overrides when spemal needs aroge.
No wonder TABOR-type proposals are on the: table here in Maine, along with's dozen othet statés 4nd ‘Washingtor, n.C. Quite
simply, TABOR waorks.

Colorado's amendment isn't complicated. It requires voter approval before state or local government can impose a tax, increase a tax,
or go into debt. 1t litnits this yeat's increase of covernment spending to the sum of last year's actual spending, plus inflation and
population grawth. Any revenue above the limit becomes a tax refund, unless voters approve spending it. These do's and don'ts, along
with a 3 percent emergency resetve, are TABOR in brief.

Now about those dividends: Start with more than $3 billion in tax refunds to hard-working Coloradans since the 19905, mandated by
the TABOR formula, Add another half-billion dellars in permanent tax cuts, passed by the legisiature to avoid collecting revenues we
couldn't constitutionally keep. Include the halt in runaway state spending, which prew at exactly the rate of inflation and population in
the decade after TABOR, after growing at twice that pace in the decade before,

Colorado's privatessector jobs, conversely, incréased fastér than government jobs in the decade after TABOR, after trailing badly in
the decade before. Gross state product per capita expandcd 20 percent mors than the national average in the decads since. Our state
now ranks at or near the top in naarly gvery index of econothic vitality and business climate,

As for the flexibility and overrides that I mentioned, those were illustrated in the 2005 clection.

" Ag the state rebourtds from weak revenues after the dot-com bust and the 9/17 recession, Coloradans at the ballot box gaid "no thanks"
to their scheduled TABOR refund through 2011, and "yes" to a bipartisan legislative plan for extra budget breathing room.

Roads, schools, college and low-income health care will see extra dollars as a result, making up for the recent squeeze. As a budget
hawk and former senate leader, [ didn't support the plan. But some prominent Republicans, including my fellow conservative, Gov.
Bill Owens, did - and 52 percent of the people saw it their way.

Let the record be clear, however. Even thuugh Goy. Qwens. and I dmagrecd on this ballm: issue, we agree as TABOR. supponers Welre
both glad that in Colarado these tax and spending decisions are up to all the people ‘ot just a few paht:mans a4 in other states. Last
year's statewide vote was ap example of how the Taxpayer Bill of Rights lives up to its name - - Jetting the folks who quhtfully eamed
the money direct its use - and of this the governor and T feel proud.

. 80 is TABOR perfect? Obviously not. Adam himself, some say, was only a rough drafi. Colorado's emergency reserve provision could
be zmprnved Our formula basing each year's new budget on the previous year's actual amount was deemed overly restrictive if tough
economic times, so the 2005 vote reviged it. A loophole in our spending limit, obtained by teacher unions in an earlier 2000 vote, cries
out for revising as well,

Yet our amendment has clearly.made all Coloradans better off, and it's logical that something similar, adapted for différing
circumstances, could do the same for our friends in Maine.

‘Thomas Jefferson said that the natural prozress of things is for government to increase and liberty to decrease. A guod way to fight
that tendency, 50 a]armmg today, is get under the hood and install a. Taxpayer Bill of Rights.

John Andrews was prewdem of the Colorado Senate from 2003-2005. He is now a fellow of the Claremam Tnstitute, a conservative
think rant,

bt/ weww suni o a1.,cpmmp_inionf]ettemQQ(}ﬁOSZSD 5. php#
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Maine Colorado Data Souree
1990 Est. Population 1,227,923 (Rank 40‘1‘; 3,294,394 (Rank 24™) U, 8. Census
2005 est. Popuiatian 1,321,505 (Rank: 40%) | 4,663,177 (Rank 22™) UL 8. Census
US Census Projections : ‘ 8

. 1,411,097 — 10.7% 5,792,357 - 34.T%

for 20002030 Poputation | o' Rank: 337 in | growth (Rank: 14" in U. 5. Census
Growth (1. 8. Average : wih ‘gowth)
29.2%) growih) 5o
% Growth 90-05 7.62% 41.6% 1. 8. Census
Median Age 40.7 34.5 11, 8. Census
%-of population under 5 | - e o I I
years old (U.S. Average 5.4% (rank: 507 7.5% (Rank: 2075 - U. 5. Census

T.0%)

Birth Rate (U. §. Average

10.2 (Rank; 50

15.2 (Ralk 7")

National Center for

14.) Health Statistics
35:?;3“‘ Miles Land & | 33 741 (Rank: 30 104,100 (Rank: 8% | U.S. Cepsus
Tntal persons per square 40 (30;,81.51 5q. land 12 (103,6‘7!5 2q. lapd U. S. Cenaus
mile, 1990 miles) miles)

Iﬁ:ﬁ,’ ;’;é-;ans per square 43 (30;§¢;IE :,)q. land .| 45 (IOBIﬁ;'; )sq. lapd U. 8. Census
Yeage of population in 66.9% (Rank 24™) 70.7% (Rask 7% U.S. Census

labor force aver age 16

Personal Income per

£20 973 (Rank: 34™)

$36,100 (Rank: 9™

Bureau of Ecopamic

Capita Analysis
Median Household
| Income $42,163 $48,198 1. 8. Census
- Poverty Rate ‘ 12.30% 11.10% U. 8. Census
Personal Income Growth : .
2004-2005 (U. §, Ava. 6.7% (Rank 437 8.4% (Rank 15M) B”‘““‘;"f Economic
. ) nalysis
7.7 %)
Top Marginal Income ‘ O s
Tax Rate and Top Tax };I‘gg’sﬁ 4.63% o’{*::g;:;:l taxable Tax Foundation
Bracket for Single Filers "
State Tax Collections Per - .
Capita $2,199.51 . $1,532.59 . &, Census
State Sales Tax Rate 5.0% 2.90% Tax Foundation
N.H. Office of.
Property Tax as a Share . Business and
of Personal Income 3.27% 2.74% Economic .
‘ : Development .
Gaspline (Fuel) Tax $0.252 £0.220 Tax Foundation
Tax Burden (combined '
State & Local as 2 % of 13.0% 9.5% Tax Foundation
personal income)
The Maine Heritare Palicy Center Dingpe |
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Demographic Maine i Colorado Data Souree
- § N.H. Office of
Unemployment Insurance . §289 Business and
Tax (per emplovee) 5174 . . § _ DECO{'[%IE;C t
' ‘ ) , evelopiden
Burcau of Labor
Unemployment Rate 4.9% 5.5% Servicas
'N.H. Office of
Worker's Comp as a " 304 Business and -
Y%age of Covered Wages 2.30% 2.73% DEccuin ammic
C evelopmetit
Total Gross State Produoct ' ;. ;
B fE 1
in 2004 in millions of _ $43336 S199969 [ ooy Seonome

_dollars.

oo ATRLYSIGe e [ e

Growth Rate in Real

2.2% (Rank: 33™)

4.4% (Rank: 5™)

Bureau of Economic

Degree or higher (25+
| years old) ‘

259%

Groas State Prodoel : )
1997-2004 Analysis

. . Small Business &
f{mall:lﬁusmess Survival 4gt gt Entreprenaurship
nanking {Couneil
SAT Beores 1006 1107 The-College Board
SAT Participation Rate 76% 27% The College Board
ACT Scores 22.6 203 ACT
ACT Participation Raie 9% 100% ACT
Percent with HS. ‘ o
Diplomas (25+ vears old) B8.3% 88.1% 1. &. Census
Percent with Bachelor's

24.7% U, 8, Census

: ]|
American Federation -

oyorape Teacher SAATY | 38,518 (Rank: 35 | 342,679 (Rank: 22 e reder
Btudents enrolled per co i . math Mational Education
tencher (US Ave < 15.7) | 128 Rank: 47 fowest) | 16.6 (Rak: 38" feweso) A ssoctation

Percentage Change in

| Health Insnrance

; nd th 0 s
Pubiic School Enrollment —D.G%fig;r ﬁ:ﬁ; (42 1'3%}]%‘.?1:% (10 Nmi:::; E".r:ltgc:tmn
‘01202 (US Avg. 0.9%) TEnes Ehes asociatio
N. H. Office of
Health Care Cost 11 0.9 Business and -
Relative to US Average - ) Economic
Development
. Centars for Medjcare
Medieaid Enrollment 258,686 173416 and Medicaid Services
Centers for Medigare
Percent on Medicaid 19.64% 8.22% & Medicaid Services
& 1.5, Census
Percent not covered by 10.4% 17.2%

1. 8. Census

The Maine Hetitage Policy Center
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March 25, 2005
An Analysls of Mlsleadmg Attacks on Cu]orado s Taxpayer Bill of Rights

by Chris Atkins |

o LEmtroduction e e e

The state of Colorado is under assault. Opponents of Colorado’s Taxpayer Bill of Rights
(TABOR) are waging a well coordinated but misleading attack on Colorado’s reputation. This
‘attack takes the form of a number of rankings and statistics that purport to show that the
Taxpayer Bill of Rights has decimated Colorado. These rankings and statistics are based on the
assumption that if Colorado ranks poorly on things like the adequacy of prenatal care and
education spending, then Colorado is failing to adequately care for and educate its citizens, and
‘that the Taxpayer Bill of Rights must be to blame. A closer look at the attacks shows that they

~ fail to prove that the amount a state spends on health care and education determines quality, and

. they also fail to tell the whole truth about the rankmgs and statistics of the state of Colorado.

II. Budget Problems

The claim: The Taxpayer Bill of R.lghts magnified the effect of the recession on the Culorada
budget, forcing more than $1 billion in cuts.], :

The facts: The Taxpayer Bill of Rights allows Colorado revenues to grow at the same rate as
population plus inflation, requiring revenues in excess to be returmed 1o the taxpayers. When -
revenue growth dips below the allowed rate, the budget must “ratchet down” its spending (o the
level of revenues, unless tax increases are approved. This happened in every state where
tevenues declined, since all states except Vermont are constitutionally required to balance their
budgets. What makes Colorado different, though, is that the impact of the revenue decline was
mitigated by the Taxpayer Bill of Rights in the good years (see chart 1), Where most states spent
all or nearly all available revenues, Colorado had to return surplus revenues to the taxpayers.
Thus. the revenue decline in Colarado did nat huirt as much hecause the state wae not.allowed to

spend all the money it collected during the good times. In fact, had Colorado spent all surplus
revenues, the deficit would likely have been much worse.
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Chatt 1: TABOR Reduced Yolatility of Coleradoe's
| Tax Collections
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In 2001, Colorada received $8.9 billion in revenues, but had to return over 81 billion because
TABOR only allowed the state to keep and spend $7.9 billion.2 Thus, when revenues dropped to
$7.8 billion in 2002, the state’s revenue deficit was actually $196.4 million (the difference
between actual revenues in 2002 and the TABOR limit in FY 2001) instead of $1.124 billion (the
difference between actual revenmes in 2002 and 2001). (See chart 2.). States without tax and
spending limits would have spent almost the entire $8.9 billion the previous year, making the
revenue decline much more painful (by forcing the states to cut spending). TABOR saved
Colorado from a more severe revenue shortfall and smoothed Colorado s spending over the
business cycle.
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Chart2: TABOR Reduced Colorade’s FY 2002
Revenue Deficit by 83%
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The charge that the Taxpayer Bill of Rights magnified the effeet of the budget crisis also
averlooks the role that mandated spending increases played in worsening Colorado’s defieit.
Amendment 23, passed by voters in 2000, requires the state to increase education spending by
the rate of population growth plus one percent every year from 2001-2011-—regardless of
whether the state’s revenues increase or decrease. It carves out a special source of funds for
education—7.2 percent of personal income tax revenues—and places those funds in a special
education trust.3 Amendment 23 puts a major squeeze on other parts of Colorado’s budget, like
higher education, which are funded from the part of the budget still subject to the limits of the
Taxpayer Bill of Rights.Even if we grant the claim that the Taxpayer Bill of Rights somehow can

. be blamed for starving Colorado of needed revenues, it allows state lawmakers to spend above
and beyond its limits if the voters approve, The voters can even approve statutory tax increases
to raise revenues above and beyond Colorado’s current revenue stream. All lawmakers have to
do is ask permission to raise taxes. |

The claim: Because TABOR, required very large tax refunds in the boom years, the state was
unable to put money into a rainy day fund or make other investments that could have eased the
. crisis.when it arrived.d. e e e et e o

The facts: The Taxpayer Bill of Rights did not stop Colorado from saving money in a rainy day
fund. Colorado already has several reserve funds at its disposal, including a statutory reserve
equal to 4 percent of appropriations, to be used in case of revenue shortfalls (though the money

- has to be replaced in the future).5 Lawmakers spent a large portion of this reserve on capital
construction, an unsustainable course during a revenue shortfall.6 The Taxpayer Bill of Rights

- also requires the state to set aside an emergency reserve fund, to be used in case of natural
disasters. Finally, the Taxpayer Bill of Rights allows Colorade lawmakers to ask the voters to
keep swrplus revenues to use in a rainy day fund.
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IT1. Health
The claim: Co}brado ranks 48th in prenatal care.7

The facts: Colorado ranks as the 13th healthiest state in the country, according to a 2004 survey
conducted by United Health Foundation.§ Prenatal care was one of 18 sub-fankings used to
compile the total ranking, and the only arsa where Colorado was: cited for needing
improvement.© In every single other area of health measured by the rankings—obesity, sm@kmg,
crime, disease, poverty, etc.— Colorado ranked in the upper or midd)etier of all states. If you
accept these rankings as adequate measures of a state’s health, then Colorado is 2 healthy state.
Furthermore, nothing indicates that the Taxpayer Bill of Rights caused the low ranking on
prenatal care, or that a low ranking means that Colorado is failing to provide adequate prenatal
care.

| "_TIIE”C‘IHITH" Thcshéfe‘oflﬁw-lﬁ‘oﬁ?uﬁlvmuais enrolled in Meédicaid is lower than inall buf
five other states.10

The facts: To the extent that the level of Medicaid enrollment and payment per enrolles connote
high quality health care (and there are serious questions about whether they do), Colorado
overall compares favorably to other states. Colorado had the second-fastest increase in Medicaid
recipients (45 percent) of any Racky Mountain state between 1996 and 2001.11 Colorado’s
increase in Medicaid recipients was also well above the national average of 27 percent.12
Furthermore, Colorado’s payment per Medicaid recipient was third among Recky Mountain
states in 1990 ($2,705) but rose to first among Rocky Mountain states in 2001 ($4,969).13

‘The claim: The percentage of low-income Colorado children who lack health insurance rose
from 15 percent in 1991-92 to 27 percent in 2002-03.14

The facts : While the percentage of low-income children without insurance did rise in Colorado
over the period, studies by both the Centers for Medicare and Medicaid Services (CMS) and the
Kaiser Commission have concluded the rise has nothing to do with tax and spending restrictions
in the Taxpayer Bill of Rights. CMS attributes the rise of uninsured children in the 1990s to the
fact that employers are dropping their coverage.15 The Kaiser Commission says that many
children are uninsured simply because their parents are not aware they are eligible for Medicaid
coverage.16 Neither reason has anything to do with the Taxpayer Bill of Rights in Colorado.
Furthermore, Colorado has respectful rankings on other measures of covering the uninsured.
Colorade’s number of persons under 65 that lack health insurance is 17.8 percent, just above the
national average of 17.2 percent.17 Among Rocky Mountain states, Colorado has the second-
lowest pumber of upinsured persons under 65, up from the third-lowest number in 1987.18
Assuming that these rankings have anything to do with the quality of health care received by
Colorado’s citizens, or that the Taxpayer Bill of Rights has any impact on these rankings,
Colarado compares favorably to other states.
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IV. K-12 Education

The claim; Colorado teachers make less than the national average, and are paid poorly relative to
the private sector.12 | ‘

The facts: Colorado ranked 22nd in average teacher salary in 2003, with salaries up 5 percent
from 2002.20 Colorado also had the highest average instructional salary of any state in the
Rocky Mountain region during 2003-2004.21 While there is little evidence that average teacher
salary correlates with education outcomes, Colorado teachers are not underpatd by any ‘
reasonable standard. : ‘ -

The claim: Colorado ranks 47th in K-12 education spending as a share of personal income.22

* The facts: In a study by the National Education Association (NEA) on nineteen different .

rremsres of sehoo) expenditures; Colorado Tanked, on average, 27th in school spending. 23 The ™

measure of education spending as a share of personal income is only one of these nineteen
rankings, which include measures such as education spending per student enrolled and per capita
education spending. Colorado’s ranking of 4th is its lowest ranking in any of the mipeteen
separate ranking tables. Colorado averages 27th in all nineteen tables, doing very well in per
capita state and local capital spending for higher education (6th) and per capita state and Jocal
capital spending for K-12 (7th). Colorado is, by these measures, an average state when it comes
to education spending, not near the bottom.

Furthermore, the amount a state spends does not guarantee a quality education. Research by the
Ametican Legislative Exchange Council (ALEC) shows that there is virtually no correlation
between how much a state spends on education and the scores achieved by its students on
standardized tests.24 For instance, the District of Columibia ranks second in per-pupil
expenditures, but ranks last in test scores on the NAEP, ACT and SAT.25 If one only looks at
per-pupil expenditures, one could erroneously conclude that the District of Columbia is
providing a good education for its students. ‘

The claim: Colorado’s high school graduation rate fell from 76 percent in 1990 to 70 percent in

2004.26

The facts: Looking at graduation rate data provided by the Colorado Department of Education
(CDE) paints a different picture. According to data collected and reported by CDE, Celorado’s
graduation rate in 1997 (the year Colorado taxpayers started receiving automatic tax refunds
under the Taxpayer Bill of Rights) was 78.5 percent.27 In 2000, the graduation rate reached 80.9
percent.28 In 2003, the graduation rate was measured at 83.6 percent.28 Thus, looking at ‘
oraduation rates as measured by Colorado’s own education agency, Colorado is steadily

_graduating more students under the Taxpayer Bill of Rights, not fewer.30
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It is true that Colorado’s high school graduation rate fell by 6 percent from 1990 to 2004, as
reported by the United Health Foundation, which relied on the National Center for Education
Btatistics for its gmduaﬁ on rate data. However, the rate was as low as 68 percent in 1998 and has
been edging back up in recent years (to the current 70 percent).31 Furthermore, United Health

- Foundation reports that the overall graduation rate in the United States i is declining, and has been

declining since 1990—two years before the Taxpayer Bill of Rights was enacted.32 Colorado is

- following the national trend, and no evidence is presented to suggest that the Taxpayer Bill of

Rights is to blame, or that a high graduation rate necessarily implies that the state is educating its
students well. Colorado compares favorably to other states in other graduation statistics.
Colorado’s 70 percent graduation rate in 2004 (up from 69.3 percent in 2003), according to the
United Health Foundation, ranked 30th among all states, down only two spots from 28th in
1990.33 Colorado also ranked 2nd in the percentage increase in high school graduates (59.3.. ...

27/29

to 2002-2003,34 Furthermore, Colorado overall ranks well in test scores: 13 th on NAEP, 42nd
in ACT, and 1%th on SAT.35 To the extent that these measures allow us to say that Colorado is
educating its students well, it appears that Colorado compares favorably to other states.

V. Higher Education

The elaim: Colorado ranks 48th in the nation for state funds for higher education per $1,000 of

personal income.36

The fants: Colorado does rank 48th among states in funds spent on higher education as a share
of personal income. It is misleading, however, to use this ranking to suggest that Colorado has a
poor higher education system, and even more misleading to suggest that it has anything to do
with the Taxpayer Bill of Rights. Colorado also ranks 2nd in total higher-ed instruction staff per
103,000 students.37 Colorado ranks 12th in total higher-ed instructional staff per 10,000
population.3§ Colorado also had very high growth in per capita personal income from 1993-2003
(4.6 percent), exceeding the national average of 4.0 percent.39 The Taxpayer Bill of Rights has
also kept tuition increases at Coloradouniversities in check.40 According to information from
the University of Colorado, Colorado residents pay $1,200 less in tuition than residents of other
states at comparable institutions.4] Residential tuition, according to the University of Colorado,
has been falling steadily since 1991, the year before the Taxpayer Bill of Rights was enacted.42

¥I. Conclusion

Contrary to the assertions of jts opponents, the Taxpayer Bill of Rights has not decimated

~ Colorado. In other measures of fiscal standing, not mentioned by the opponents of the Taxpayer

Bill of Rights, Colorado compares very favorably to other states. Colorado’s per capita tax
burden is the tenth lowest in the nation,43 ranks as the §th friendliest business-tax climate (the
highest ranking of any state with a sales tax and a corporate and personal income tax),44 and
ranks as the state with the 2nd highest level of economic freedom.43 Tt is simply inaccurate to
say that Colorado is a sub-standard state based on selectively cited statistics and national
rankings, and even more inaccurate to blame the Taxpayer Bill of Rights for any perceived
inadequacies.

- ——percent)-fronr 1992=1993(the school year-during whicl the Taxpayer Bill of Rights became Taw)
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Footnotes

1. See Nicholas Johnson and David Bradley, Public Services and TABOR in Colorado, Center on
Budget and Policy Priorities (January 2005), located at http:/www.cbpp. org/1-]3- 05an2 htm.
2. See The TABOR Surplus and TABOR Refund Mechanisms, Col orado Office of State lam:ung
and Budgst (September 2004), located at \ .
hitiy://wwnw,state.co.ug/eov_dir/govnr_ dir/ospb/specialreports/

taborsurplus-sep2004.pdf.
3. See Mike Coffman, The Budget and the Constitution: Amendment 23, 4 Tresur E-Notes 16

(April 23, 2002), located at http://www.treasurer.state.co. usfnews/enotes/QODB/

budget__the constitution Amendment23.htr.
4. See Nicholas Johnson and Karen Lyons, Is Colorado 's TABOR Creating Jobs?, Center on

Budpet and Policy Priorities ( 1/ 13/2003), located at

e —— hittprwww e bpp:or 113 <058] chim ‘

3. See Chris Ward, The Big Picture—An Overview of State Fmancef Coloradcn Leg1slat1ve
Council Issue Brief Number 98-4 ( 1/30/1998), located at
http://[www.state.co.us/gov_dir/leg_dir/lesstaff/research/issugbrf-bigpic.htm.

6. See TABOR Legislative Handbook, at 2, Independence Institute (January, 2000).

7. See Johnson and Bradley, supra note 1. |

8. httpy//www .unitedhealthfoundation.org/shr2004/states/Colorado.html

9. Incidentally, Colorado ranked 16 th in infant mortality even though it was 48 th in providing
pre-natal care.

10. See Johnson and Bradley, supra note 1.

11. Calculations based on data on Medicaid recipients published by Centers for Disease Control
National Center for Health Statistics, Hf:.alth United States, 2004 Table 151.

12. See Id.

13, Id. ‘

14. See Johnson and Bradley, supra note 1.

15. See CMS website, located at http-//www.cms.hhs. gov/schip/defaylt.asp?.

16. See The Uninsured: A Primer, at 5, Kaiser Commission on Medicaid and the Uninsured
(November, 2004), located at http.//www.kff.or Juninsured/loader.cfm?url=/
commonspot/security/cetfile.cfindPagel D=50811.

17. See CDC statistics, supra note 11, at table 153,

18. Id.

19. See Johnson and Bradley, supra note 1.

20. See American Federation of Teachers’ salary statistics, located at
http://www.aft.org/salary/2003/download/2003 Table1.pdf.

21. See National Education Association statistics on teacher salary, summary table G, located at
http://www.nea.org/edstats/imaces/04rankings.pdf.

22. See Johnson and Bradley, supra note 1.

23. Author’s calculation of average rankings in NEA study on school expenditures, mfra note 34.
24. See ALEC Report Card on Education, infra note 35.

25, Seeld. at 17.

26. See Johnson and Bradley, supra note 1.

27, http:/Awanw . cde.state.cous/edereval/dovwnload pdf/
4YearTrendGradRates.PDF.

28. See id.

29, hitp:/www.ede.state.co us/cdereval;’rVEDOBGradLmkq him.
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30. CDE does not analyze where Colorado ranks among other states in graduation rates. For the

purposes of this analysis, however, this is irrelevant, since TABOR opponents are trying to show

that TABOR is leading to lower graduation rates in Colorado.

31. See Jay P. Greene, High Scheol Graduation Rates in the United States, Black Alliance for

Educational Options, Table 1 (November, 2001), located at http://www.manhattan-
Cinstitute.org/htmler. baso.tm. I ‘

32. http://www.unitedhealthfoundation.org/shr2004/

companents/hsgrad html (“The national average is 68.3 percent, up 1.0 percent fror the past

vear but lower than the 1990 rate of 72.9 percent.”). See a/so graphic on lower left corner of

page.

33, See United Health rankings, supra note 8.

34. See National Education Association statistics on graduation, located at

http://www.nea.org/edstats/images/04rankings.pdf.

35. See ALEC Report Card on Education, located at

bt ewwealec-orgimeS WEies/pdfi2004-Report—Card—on—Fducation-pdf:

36. See Johnson and Bradley, supra note 1. ' '

37. NEA educational statistics, supra note 34, at table C-3.

38. See id. at table C-4. ‘

39. See Bureau of Economic Analysis BEARFACTS 1993-2003, located at
httn://www.bea.doc. gov/bes/regional/hearfacts/stateaction.cfm.

40. See Owens Threatens Veto of Proposed College Tuition Hikes, Associated Press (3/5/2003,
located at hitp://newsdcolorado.com/colorado/ |
CO-XGR--HigherEducati-dn/resources news html (“The Taxpayers Bill of Rights, a
constitutional amendment capping taxes and spending, has previously limited tujtion increases
because any exira tuition might trigger a refund required if those caps are exceeded.”).

41. See Question and Answer with Chancellor of the University of Colorado, located at
http://www.colorado.edu/chancellor/qualitvdeolo/qualitydcoloQA himl.

42. See id. |

43. hitp://www.taxfoundation.org/colorado/statelocal-co.htiml :

44. See Scott Hodge and Scott Moody, 2004 State Business Tax Climate Index, Tax Foundation,
(2004), at table 2. 45, See Ying Huang, Robert McCormick, and Lawrence J. McQuillan,
Economic Freedom Index: 2004, Pacific Research Institute for Public Policy (2004),
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MHPC PRESS RELEASES AS AN INDICATOR OF MAJOR PURPQOSE
Nearly Two-Thirds of Qutput to Promote TABOR in 2006

Since the start of 2005, Maine'Heritage Policy Center has put out, on average, one press
release a week - 52 in 2003; 50 g0 far in '06. These address MHP(C's week-to-week
interests and so cumulatively provide an indication as to the overall focus of their efforts.
This same kind of media analysis technique is typically used to determine the “mix” of .
content in broadcast programming, and readily adapts to reveal MHPC’s major purpose.

MHPC's mission statement indicates that the organization’s efforts are divided between

three primary arcas of concern: economy/taxation, education and health care. Sorting the
releases into these basic categories, cducation is non-existent. However, other arcas such
as private accounts for Social Security have surfaced. Administrative and organizational

announcements (eg. new hires, spcakers for fundraiser events, etc.) make up “other”.

In 2003, the breakdown for the 52 total releases is as follows: -

Healtheare: 20 =38.5%
Economy/Taxation: 15 =28.8%
Other/Admin: 12 =23.0%
Social Security 5= 9.6%

In 2006, the balance has shifted significantly, with healthcare dropping significantly as
Economic/Taxation issues dominate — twice the percentage of healtheare in 2005:

Economy/Taxation: 39 =78%
Healtheare: 7 =14%
Other: 4 = R

This shift from 2005 reflects the primacy of the TABOR efforts, though not all of the
¢conomy/taxation releases are devoted to TABOR, These break down into three
categories. First, there arc the TABOR releases where it is the subject and is mentioned
by name, Sccond, TABOR is not mentioned, but the talking points put forth in the release
were uged as part of the TABOR promotion (i.e. “Government Spending and Economic
Development Connection Questioned” 8-15-06). The last category is economic/taxation
releases that are not TABOR related.

TABOR by name: 14 =359%

TABOR talking point: 13 =462% .

Non TABOR: 7=17.9%
CONCLUSION:

Subtracting the non-TABOR economic and taxation releascs, 32 aut of 50 — fully 64% of
the total output - were part of the MHPC s promotional efforts for passing TABOR., In
terms of these releases, promoting TABOR has been MHPC's major purpose in 2006,
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WGAN-AM INTERVIEW WITH BILL BECKER 11/30/06

Ken Altshuler -.....the Executive Dirsctor, Bill Becker. Hi, Bill How are you?
Bill Becker- I'm grzat suys. How are you?

Mike Viplette - Bill; good moming.

BBE-Good morning, Miké.

MV -Are you a crook?

BB- (Laughs.)

KA -Now, be careful, you do not want him to say, “T am not a crook,” do you?

MV -So, give ng, give us a baskground on this if you can Bill, the best way you
understand what Mr. Lindemann, whe apparently, in my opinion, has a lot of free time -on
his hands, is accusing you of doing.

BB-Wcll, Ict’s go back even further. Mr. Lindemann has been after the Maine Heritage
Policy Center since at least 2004 when he filed complaints with the IRS about uh, what
we were up to and the IRS basically sent me an apology letter last year saying, “Sommy for
any inconvenience. Obviously, you're doing everything by the book.” So this has been a
long-standing issue with Mr. Lindemann going after organizations like ours, which
advance free market and conservative public policies.

But to the point of the recent issue, he basically was making the cage that since we had
been out there talking about the Taxpayer Bill of Rights which we had written back in
2004, that we were obligatad to file certain forms in the State of Maine because we were
expressly advocating for the passage or the defeat of the Taxpayer Bill of Rights. Qur
position has been and remains that we were not expressly advocating for the passage of
Taxpayer Bill of Rights. We were disclosing all of our research, analysis and findings
that we believe a tax and expenditure limitation law, that we wrote, would be 2 good
thing for the Statc of Mainc. '

KA -(Laughs,) Bill, kold on a second, Bill. Ilike your... wait, hold on, haold on, Bill....

BB-Ken, listen. Here is a. clear delineation. Do you remember going back into the
campaign of the fall with the Baldacei aud the Woodeock commersials?

KA -Yep,

t BE-....and they had a debate about whether or not they triggered the matching funds
because whether they were expressly advoeating. . ..



12/13/2086 16:Z26 ZATZEVETVS ETHICS COMMISSION P&SE  B9/22

KA ~(Tnterrupts.) And I said they clearly did.

EB-Right and the Ethies Commission said, “Loolk, thers is a fine line whether if you say,
“Vote YES or One™ or “Vote YES for Ballacci™ That's the fine line test that. ...

KA -Bill._,
BE-... that they have put down,

KA - 1-Bill, held on a scc, First of all, the Election Commission was wrong. Those ads
absolutely touted Chandier Woodecock and John Baldacci....

BEB-You said that the Supreme Court ruling was wrong earlier this vear, too....

KA -Bill, hold on a sec, let me ask my question. ... Trust me, you'll talk mote than T will,
Hold on a sec...You said that you don't expressly advocate the passage of TABOR.

Now, ... ‘

BB-Correct.

KA —Now, Bill, yéu were the spokesperson on the debates for .TABOR.
BB-Absohitely. Abhsolutely,

KA -You.. wait, wait Bill, hold on. Are you sitting here and saying to me that the MHPC
and Bill Becker as representative did not cxpressly advocate the passage of TABOR?

BE-Absolutely. We did not expressty advocate the passage of TABOR, We said that wo
thought it was a good idea. We thought we wrote it because it was a pood idea, We said
that the ideas, the research, the analysis behind it showed that it would be a tremandous
success for the State of Maine in terms of ity economy. But I never ‘once said, “Vote YES
on 17 I never once said “Vote yes on TABOR.” There's a bright line difference,

MV -Bill, 1 haven’t listened to the tape but I know we have it in our archives somewhere.
You mean when we had you and Dennis Bailey here for the debate, when we gave you
your one-minute wrap-up time you didn’t say, “Vote YES on ONE™?

BB -I didn’t and and we s'aicl,1 we joked about it and Dennis actually joked about it. He
said, “Cause Bill can’t say, “Vote Yes an ONE” and he was absolutely correct.

KA. - But but Bill, we're speaking to Bill Becker by the way. ...
MV -We're spliting hairs......

kA -Yeal, from the MHPC. . ..
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BB-I understand that but that's why we have this problem with this law.
KA -ButBill, hold on a s2¢.....

~ BB.This law i3 vague in terms of the way thatit...
KA -Bill...
BE-....is analyzed.
KA -Bill, when you, when they had an ad showing Chandler Wo odeock in thirty secands
walking around and they say that’s not touting Chandler Woodcock. Genna be fair to say/
the very same (muffled words) with John Baldacei. And Mike and I were very forthright
that both of us said that these ads were touting candidates. Now, Bill, you were the
person debating for the passage of TABOR. I understand that you were.....
BB-T was debating the merits of, the value of the Taxpayer Bill of R'Lghts,
KA -Well, I never hcar& vou say one thing that was a con to TABOR. You weren’t

saying the pros and cons...you weren’t educating me, Bill, you were saying, you wrotg
TABOR! Bill, you wrote it! How could you say you're not an advocate for it?

BB-I didn’t say I wasn’t an advocate for it. [ was an advocate for it

KA -But you did not expressly advocate for it.

BB-Tt was a difference. Were you expressly advocating for it? No. And I agree . with you.
There ia ambiguity in the law that needs to be resolved. And that’s the findamental issue
that needs to be resolved here. Not whether or not some obscure campaigi law 18 sitting
and.__and trying to attack the MHPC. The Katahdin Institute was out therc arguing
against the Taxpayer Bill of Rights... The Maine Center for Economic Policy was out
there arguing against, These are all 501(c)3s. Obviously, we are policy organizations,
This is what we do. We do public policy. The difference is, we were not buying ads. We
were not buying print ads, television ads, radio ads saying, “Vote yes or no,” That’s the
difference. That s the bright line difference. ‘

MV -Now, Carl Lindemann, who of course used to work here and we should make that
perfectly clear, at one time as a part time fill-in host, showed up the other day, I guess to
the Ethics Commission, had a bunch of what he said was evidence. Um, what do vou
know about that evidence, Bill and if he did have these, how damming is that for you?

BB- It's not, It's not damning at all. I mean, there were, there were people that knew that
we had written the Taxpayer Bill of Rights. There was a donor that said, “Hey, this is for
vour work on the Taxpayer Bill of Rights” and great, obviously, we were working on it.
Obviously, we wrote it. I mean, how could you hide it when you're out there doing as
many debates and public forums as we were doing?
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Of coutse, we were talking about it. We believe that it’s a good public pelicy solution.
And so Mr, Lindemann is trying to say, “Aha! Here’s a gotcha moment.” The truth of the
matter is there is no gotcha moment. If there’s any gotcha moment, we wouldn’t have
been out talkids about’it publicly.

- KA -We're speaking to Bill Becker from the MHPC. A self-proclaimed consumer ‘
advocate has said that they have violated the election laws by not reporting some of their
contributions.

Bill, two questions. First of all, well, let me ask the second question first. What...if to
avoid this whole controversy all you have to do is disclese financial cr:rnmbuuon& what™g

the big deal? Why don’t you just do that?

BB-Because we were 10t mvo]ved in express advocacy which is what tr1ggers that
requirermnent.

- KA -Bill, T undetstand.
BRB-That’s what triggers that rcquireitient.

KA -Bill, T understand. You don’t have to. That’s not whatI .et’s say you're right and
because you don’t quote, “c:xprcssly advocate the passage,” you don't ave to. My
question to you is let’s say you're right and you don’t have to. What is wrong to just
avoiding the issue by saying hcrc s who gave us money in support of TABOR?

BE-But but nobody gave us money in support of TABOR. 'ﬂﬂey gave us

support. . .uh...any of ¢ur donors that we've had over the course of our history as an

arganization are giving us finaneial support because they believe in the ideas that we are

bringing to the table. They belicve in the ideas of liberty, of free market, of conservative

econornic values. That's what they are supporting. They’re not supporting the passage or
_ the defeat of any specific law,

KA -Okay, okay. So why not. Let’s say you're right. Why don’t you just say, “Look,
thete are people who support our views on free enterprise, conscrvative economics™?
What is wrong with simply saying, “Alright we might be {(muffled word} of this
technicality, however, you know, we are happy to tell you who contributed because we're
proud of them and they are proud of themselves.

EB-But but you're smacking in the Fm:c of what 18 required by the law and what we
should or should not do. Should or should not de based on who's request. 1 mean, the
guestion is okay so who's funding these various organizations that are involved in public
policy. Some will tell vou who their donors are, Some won't. Some have donors that wish
to remain anonymous because that’s their simple request. They don't want to get hit up
by other people foy money. This goes on whether it be in hospitals, churches,
organizations like ours. You have lots of doners who wish 1o remain anonymous, You
have lots of donors who don’t wish to have their name out there in the public,



12/13/2086 16:Z26 ZATZEVETVS ETHICS COMMISSION PaGE 12722

MYV -7:45. We're talking to Bill Becker of the MHPC. His organization has been accused
of maybe violating government, uh, excuse me, election -1pcnding ethics. Bill, basically
what this breaks down to in your mind and I think in miae as Well is that after this
campaign we've had here with the Republican Governor’s Association, the Maine
Democratic Party, they would run all of these commercials talking about Baldacei and
Woodcock but they would never say, “Vote for John Baldacel on Novcmbcr 7. but

that 5 basically what you’te saying is happening here. Cotrect?
BB-That’s...in this specific case, that's right.

MYV -Qkay.

KA -And do you think that's well, you pbviously think that’s rigl“.tt, T mean....
MV -Well, Baldacci thought it was right.

BB-Yeah, but I agree with you both that the law has got to be clarified. This is a specific
law called 1056R that was designed to address organizations that are not PACS, that are
not political parties that ate going out there and buying ads, spcndmg money on, uh,
influencing the outcomes of, uh, citizen’s initiatives. The difference is that those
organizations that are out therc buying ads and buying radio time, print time....those
organizations should be reporting their contributions, but to say that the organizations
like ours, or Muskie, or Margaret Chase Smith or the Chambers that were involved in
researching and advocating positions on it -that we all have to do it because we tool time
to rescarch and analyze and disseminate our findings. I think you’re opening up a *
Pandora’s Box that you don’t want to get into. You're really starting to move into a free
speech question here. o

KA — We're speaking to Bill Becker from the MHPC. Bill, do you really, I mean, I think
you lose some credibility when vou say, “1 didn’t expressly advocate for TABOR."
Becauge and I"m not faulting you for being a proponent. T think you were a great
spokesperson for TABOR. I think that when you were on the air with us yeur arguments
were coherent, forceful and intelligent, What ig so hard to...

BB-You're buttering me up, Ken...come on.

KA -No, no and 've said that. T think that you are a very inteiligent man. You believe in
what you believe. Qur politics are different but I have a great deal of respect for you, Bue
don’t you lose some credibility by saying, “Well, this bright line is, I didn’t say vote for
TABOQR. I just told vou all the reasons why you should vote for TABOR.” Isn’t that &
Tittle deceptive?

MYV -But that’s what we do, Kgn. That's what they all do. Why pick on Bill for that?

KA — Miks - have I not said thar Chandler and John were wrong?



12/13/2086 16:Z26 ZATZEVETVS ETHICS COMMISSION PaGE 13722

BB-But here’s the issug, This is a specific Maine law, This isn’t Federal Law. This is just
Maine law and what it shows is that the Maine law has got to be clarified. The question is
e and [ think the way to clarify it is to make this statement on this 1056B. . we're talking
about if you buy radio time, print time, TV time to say vote yes ot vote no on this issue ar
if you send a mailing out from the University of Maine Alumni Association as was done.
Tt never said, “Vote yes ot no,” but it did say all of the tertible things that could happen
under the Taxpayer Bill of Rights that would not have happenad by the way. Then, 1

KA -That’s not adv'oca‘cy!?!

MV -Hey Bill, can you imagine what this guy would have done if you'd won?

BB-Well, that’s it. You know I think the issue here is the Property Tax Cap two years ago
lost by 34 points. Taxpayer Bill of Rights this year only lost by 8 points and got 40,000
more votes than the Govemor got. I think what you're seeing is a concetn by those who
are against these sort of limited constitutional government organizations to say, “Hey,
these ideas arc picking up steam. We gotta find a way to squash them.”

MV -Hey Bill, an idea that’s picking up steam is we'te out of time. We gotta go. Thanks
for the time as always, Bill, uh and uh, good luck with this case. '

KA -Thanks, Bill,
BB-Thanks, guys.

MYV -Thank you, Bill Becker, Maine Heritage Policy Center again.
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WLOB INTERVIEW W/ BILL BECKER 11/30/06 -

Ray Richardson -Thanks for calling FOX 40 News WLOB at FOX 23, Hi, you’rc on the
air. : ‘

Bill Becker-Well, good moming guys, from Washirgton, D.C.
Ted Talbot -Hey, Bill Becker, how are you?
BBE-I'm good. I was trying to get through. You guys are pretty busy.

RR -Well, you'rs dam tight and we didn’t know you were in Washington. What are you
doing over there? :

BBE-I'm just down here making sure that the government is working as it should be.-

RR -Oh, I see. They've let vou in when the President’s abroad. Well done, Bill. That’s
fine. ' ‘ '

BB-They nseded someone to watch the White House while he was away.

RR ~Well, good! Say hi to my buds at the White House will you? That'll be fun. What,

~ what....Bill, President of The Maine Heritage Policy Center, normally you'rc in here
every Thursday, 7-7:30, What's new? What's your group working on? You're, you're
you know, TABOR boy — now what?

TT-And you've algo been in the news a [ot lately. Why don’t you talk about that a little |
bit, ‘ -

RR -Maybe vou're workinig on a defense. I don™t know what vou're working on.

BB-Yeah, well, you know, this is an interesting development that’s oceurred. The
Demoetracy Maine group, which is basically a group of liberal activists, have gotten
together and decided that they don’t Jike the ideas that the Maine Heritage Policy Center
I8 advancing. So this is not really as much a campaign finance issue as it is a freedom of
speech issue. They want to basically quash the ability of organizations like the MHPC
from formulating and promoting free market and conscrvative public policy solutions for
Maine. ’

TT-Did they file similar charges or similar complaints against the Katahdin Institute
when Anna Marie Klein was in here every other week for half an hour putting TARQR
down, saying TABOR would create calamity, that TABQOR was bad?

BBE-No, abselutely not and that’s why..... .

TT -1 wonder why. ...
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BB-Why, this is, this is, well this is obviously well we know why this. This is an effort by
organizations (horn sounds in background) that do not like to have.....

b n

RR -Little gas, Bill, you alright?
BB-...Yéah...they don’t like to have that sort of ...
BR { Inte:rrupts.) What are you eating there, Bill?

BB-....(muffled words). ..in the public way. I mean, that's not where we are right now, 3o
the Ethics Commission will hear the complaint en December 12" and malke a decision.

RR -Well, their specific complaint then Bill, is what? I mean, if the end game is shutting
‘you guys off, what are they using as a vehicle?

BB-Woll, there's a specific Maine law — this is not federal law - called a 1056B, which
basically says if you, uli, in any way influence the outcorme of a citizen’s initiative
gpending more than $1300.00 on it, then you have to declare your expenditures and you
have to declare vour sources of income,

RR -Sure.

BR-And the argument i of course is from our perspective is we're doing what we've
done everyday since the beginning of this organization which is to form, rescarch,
analyze, promote public policy solutions,

RR -Yeah, but are you transparent cnough in your funds and so forth?

BBE-Yes, absolutely. But the question is it really becomes a free speech issue. You know,
is the state of Maine trying and through the 10568 law, trying to say, “Well, some
organizations can say things as long as they report their funding sources and others
can’t™? I mean, that's what the Ethics Commission ig poing to have to deal with on
December 12 :

RR -Interesting. Well, you'te golag to be back from Wash ingtm.m for that hearing I hope.
BB-«(Laughs.) We'll be baclk, ul, we'll be back very soomn,

RR -Oh, good...

BR-Butit's an interesting time and 1 think that from the perspective of the free market,

it's an important opportunity for people to understand that there are other viewpoints out

there besides just the ones cxpressed on the mainstream media or coming out of the
Majority office or the Governor's cffice. :
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TT - 1, uh, from my personal perspestive, what T would love to see happen out of this is -
that nothing happened to Heritage obviously because T don’t think that Heritage has done
anything wrong - but T would love to sze some clarification of the rules on nonprofits
becauss it appcars to me if you'rc with the right mindset, if you think the correct way in
this state, you can say anything you want to say. And if you happen 1o be of a different
mindset, and don’t support big government and a poor cconomy, then they're gonna
come after vou. But we certainly saw, wm, like for example you’ve been here for a half an
hour for about eighteen months coming in and advocating for the passage of sensible

fiscal policy. Anna Marie came in and fought that sensible fiscal policy and it appears it

was okay she did because she’s ﬁ'om the happy erowd.

BR-Right and the other thing we have to understand is the complaint. This guy by the
name of Carl Lindemann, who isn’t even a resident of Maine, He’s a resident of Texas.
He's been after us for a number of years, He filed complaints with the IRS about us and
that sort of thing, So it"s sort of bordering on harassment at this point,

RR-Ch

BE- U, but we'll see it go through its, uly, its uh, course, T think the Ethics Commisgion
has been pretty consistent with what they consider to be express advocacy and what they
consider to be education whether it be the Baldacei commercials or the Woodcock
commercials, uh, in this election cycle. 8o, uh, I think that in the end that things will
work out just fine.

16/22
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Carl Lindemann
‘ P.0. Box 5344
Portland, Maine 04101

Phone 207-761-4224
Emalil Carl@cybersceng.com '

William G. Becker, 111
Executive Director

Maine Heritage Policy Center
P.O. Box 7829

Portland, Maine 04112

- March 28, 2005
Dea'f Mr. Becker,

Today on WGAN-AM’s Moming News Show, you stated
that you disclose the identities of those funding your organization
on your IRS form 990. I have since examined your 2003 filing,
what appears to be your most recent. Unfortunately, you chose not
to disclose that information there.

Perhaps you meant to say that you would be disclosing this
information in your forthcoming 990 (2004) filing. Is that the case?
Or, counter to what you stated publicly, do you choose not to
identify the source(s) of your funding?

In any casc, I request a copy of your 2004 form 990 filmg as
soon as it is available. In addition, I request a copy of your form
1023 application.

[ look forward to receiving your reply clatifying your
disclosure policy as well as the requested documents.

Cordially,

NO REPLY

ce M. Violette
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Carl Lindemann

P.O. Box 5344
Portland, Maine 04101

" Phoue 207-761-4224
Email Carlg@cyberscens.com '

Internal Revenue Service
TE-GE

Room 4010

PO Box 2508
Cincinnati, Ohio 45201

May 12, 2005
To whom it may concern,

1 wish to report what appears to be a clear a violation of the Exempt
Organization Public Disclosure Requirements under T.D. 8818 issued on
4/8/1999 amending the regulations implementing IRC section 6104 ofthe
Code. ‘

‘ On March 28, 2005, 1 sent a formal request via certified mail to the
Maine Heritage Policy Center (aka Maine Policy Center), a 501(c)(3) public
charity, for their 2004 form 990 filing as well as a copy of their form 1023
application. The USPS confirms delivery on March 30. I have not received
any communication from them responding to this request.

" As I understand it, they are required to provide copies of these
documents within 30 days of a written request. I have not received ANY
communication from them as of today, some 40 days after their receipt of
the request. ‘ : ,

My inquiry here is motivated by a concern over the legitimacy of this
organization’s 501(c)(3) status. They might be seen as engaging in thinly
veiled partisan political advocacy and as such should be classified as a
301{c)4). Their apparent failure to fulfill their reporting obligations
underscores questions about their status as a bona fide 501(c)(3) public
charity. ‘ ' ‘

Please let me know how I can follow-up here on the status of yvour
investigation. I have enclosed copies of the various documents pertaining to
this situation.

Sincerely, ‘ .
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Internal Revenue Sarvice
Department of the Treasury

' : P. 0. Box 2508
Date; June 30, 2005 ' GCincinnati, OH 45201
Parson to Gontaet:
CARL LINDEMANN ‘ Kaya Keyas 31-07416
P O BOX 5344 Customer Service Speclalist
PORTLAND, ME 04101 Toll Free Telephone Number:

8:30 am. to 530 pm. ET
A77-B29-5500

- Fax Numben
513-263-37506

Dear Mr. Carf Lindemann:

This is in response o your raquest of May 16, 2005, regarding Maine Policy Center's, not providing GDpIES of
their Farm 830 retumn of organization exempt Frcm fncnme tax.

To help you with your immediate need far mspechan af the organization's Farm 890's and Form 1023
application, we have enclosed Farm 4406-A, Request for Public Inspeciion or Copy of Exempt Organization
IRS Form. We are aware that the organization is requirad to provide copies for you, and we will pursue that
issue. Due to disclosure rules, we will be unable to provide you with information ragarding any possible
investigation. We are sofry, but we are unable to pravida Information an specific penalties that might be
assessed agamst an qgrganization,

For your infi urrna[fun. the name and address of contributors to an Qrganization other than a private foundation
are not available for putifie lhepection. Howeaver, whan an erganization applies for exemption, the contrlbuiars
on the 1023 application are public knowledge thru internal Revenue Service only,

Plzase accapt our apalogy for the delay in responding to your request and for any inchnvenience this may
have caused you or your organization.

If you have any questions, please call us at the telaphione number shown in the heading of fhis letter.,
Sincaraly,

/Q%ﬂ 6/&,#@
./ for Marllyn Bakar

Manager, TE/GE
Customer Acgount Sarvices
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November 6, 2006

Mr, David A. Briney
Denver, Colorado
Dear Mr. Briney,

On behalf of the Board of Directors, please accept my sincere thanks for your generous
contribution of $125.00 to The Maine Heritage Policy Center. We are very grateful for this
donation, and will use it to advance our mission of promoting The Taxpayer Bill Of Rights, a
solution that will henefit all people of Maine. '

As the author of The Taxpayer Bill Of Rights, we believe that this initiative provides a road map
to jurnp-start Maine's economy. With only a few weeks until the election, we are in a fight for
Maine’s economic life. As you are aware, Maine has the highest property taxes and the highest
state and local tax burden in the country. Qur economy continues to struggle. In 2005, Maine
was just one of two states to see a decline in economic activity, as reported by the Federal Reserve
Bank of Boston. Louisiana, which was ravaged by hurricane Katrina, was the only other state to
see a decline. It is more immportant than ever to educate Maine citizens about the challenges we
currently face.

We understand that the economic pie is shrinking. A large part of the problem has been Maine's
highest-in-the-nation tax burden, driven by out-of-control government spending. One way to
address that problem is through an effective “Tax-and-Expenditure Limit' such as Maine's
proposed The Taxpayer Bill Of Rights. Such responsible public policy encourages Maine
businesses to remain in the state and grow, thus creating more Maine jobs and higher incomes for
Maine workers, With Maine’s per capita tax burden growing 50% faster than the rate of
inflation, we must act now and work to stop Maine's spending frenzy.  Since January 2003,
government jobs are growing at more than twice the rate of private sector jobs. This is not an
investment in Maine's future. We are digging out the facts everyday and working hard to
promote this race based on facts and evidence not emotions. '

The Taxpayer Bill Of Rights is the only public policy in front of Maine voters ot our legislators

that is guaranteed to reduce Maine's tax burden and ensure that government does not grow faster
than the people’s ability to pay. It is a reasonable solution for Maine citizens and I thank you for
being part of the solution in helping to solve Maine's economic challenges and for investing in
Maine's future,

Thank you for joining this effort to help our leaders understand the need for genuine reforms in
the way Maine operates — and for providing them with viable and proven policy solutions that
will change Maine’s future to one of opportunity and promise,

Flease do not hesitate to confact me at 207-321-2550 with any questions or suggestions. Thank
you again for your support — [ look forward to seeing you at a Maine Heritage event very soon:

Yours truly,

Bill Becker
President and Chief Executive Officer

www rnainepolicy.cmn

PO. Box 7829
Portland, Maine 04112

Tel: 207.321.2550
Fax: 207.773.4385

Boatrg of Diractors

Mr. John Austin
Mr, Williarn G. Becker, Il
Chief Executive Officer
Hon. Richard A. Bennelt
Michaal A. Duddy, Esq.
Mr. Neal B. Freeman
Haon. Jean Ginn Marvin
Mr. W.R. Jaakson, Jr.
Chairrmarn of the Board
Mr Thomas W, Mead
Tregsurar
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Pear Name,

On behalf of the Board of Dirsctors, please accept my sincere thanks for your wvery genercus
contribution of $.00 to The Maine Heritage Policy Canter. We arc extremely grateful for this
danatien, and will nse it to advance our mission of promoting free market and conservative puhlic
peliey solutions that will benefit all people of Maine,

Maine remains in a precarinus position today. The state costinues to run significant budget
shortfails resulring in well-publicized debares on what program or service must be cut. Cur state
and local tax burden is the highest in the nation. Our highest marginal idcome tax rate remaing
ene of the highest in the nation with one of the lowest threshelds, Our Madicaid program is one
of the largest, fastest growing, and rnost costly Medicald programs in the nation. Cur business-
friendliness is ranked near the bottom of all states, and our economic freedom index is similarly
poar, All this is additionally burdened by the Governor's questicnable and unsustaingble Dirigo
Health initiative.

Yet, there is another way for Maine. Our vision a: The Maine Heritage Policy Center is that

Maine becomos a state that embraces the free markets by implementing public policies that help,

rather than hinder, job ersation and retention, Lowering the overwhelming state tax burden,

putting a spending eap on all levels of government spending, pramoting competition in the health

nsurance matket, and putting the patient, rather than the government, back in charge of their

. health care chojecs ~ these are each examples of the policies that The Maing Heritage Folicy
Center reacarches, analyzes, and promotes, )

Our loppg-term goal is to dramarticatly alter Maine's future through a paradigm shift that will
move the State away from its 30-vear drift toward a eulturs of dependence. Our afforty are to
redirect Maine's public policies ta create a culture of entrepreneurship and economic growth.
Immediately Jowering Maine's overall tax burden and excessive health insurance premiums are
both immediate zoals of the Center. Until we are seen as an egual to other states, Maine will
never be able to gttrace real and sustzined business development and econelnic growth,

‘Thank you for joining this effort to help our leaders understand the need for germuine referms in
the way Maine operates — and for providing them with viable and proven policy solutions that
will ehange Maine's firture 1o cne of opportunity and promise.

Please do not hesitate o contact me st 207-321-9550 with any questions or sugpestions. Thank
you again for your support — I look forward to secing you at a Maine Heritage event very snom.

Yours traly,

Bill Becker
President and Chief ¥xacurive Officar
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{SOCIETY OF
‘4 PROFESSIDN AL
P FOURNALISTS.
Preambie :

Members of the Society of Professional Jourmalists befieve that public enlightenment is the forerynner ﬂfjll.lE-.L'iCE amd

the foundation of dempcracy. The duty of the journalist is to further these spds by seeking truth mf‘d praviding a falr and
comprehensive account of events and issups. Donscipndious journalists from all miedia and -:;.pecm!tm? ?@r[\m £o serve the
public with thoroughness and honesty. Professional integrity is the cornerstone of a journalist's credibiiity.

Members of the Society share & dedication to ackicnl behavior arrd adeopt this code to deciare the Society’s principies

and standards of practice.

Seek Truth and Report it

Journaiists shauld be honest, fair and courageous
in gathering, reportng and intgrpreting informatian.

Journalists shouid:

t ‘fost the acenraey of informtion I al] sources and evemdse car: 1 avolt nadvertent
erenr, Detlberate distortion is never pemssiila.

- Diliantly sesh out subjects of news storles t give thern the apportunity b respond i
allenations af wropdoing,

- Tentify sovpoes whanever feasthin, The miihlic s entitkd w23 mich Information as
possibrle an smaroes” refialilite

ke Alwys questinn snuroes” metiws hefe promisits, anenyesity Clantfy conditioos
atrached toauy proenise made i exehange for informaatlon, Feen promises.

B Make rertain that headlings, news teases and pracnational material, photos, viden,
andn, graphics, song hites and quolations do not misspresent. They shovlid not
aversimpiily or highlight incidents out, of donki.

w Never distort (e contentof nevs phatos or video, Tnayge enivacement
fior techiical clastty is alviys parmfsaibie. Label montages imd phain dlustratons.
e fvotd rodslending menactinends or suipet news evants.,
I re-euacterent i necesany to e & sor, lehel L.
b Avoriid endessver dr other sureptitous metheds of vatherlng information
axcept when saditioral open methods wiil nat eld tnfermation vita ta the palille,
Uise of such methods should be explalied 23 part of thastory
= bpver plagfaria,

¥ Tl the sior of the diverstly and magmitvde of e buman esperiznee beialy,
everywhen it is nnpopuiar o do so.

¥ Fxamine their own aulwurad vahees and auoid imposg
thwsse valhes on others,

¥ i SErenEptng by tite, et wee mhion, aduicity, gography,
saxual oriantatizr, disabili, physical sppearance o sonial stans,

B Suppert the open exclhange of views, evers vews they frd repumeant,

- Give voice b the waceless: offivial and voollicid soerces of leformaton

zan le equal by vaid,
#- Listingulsh betweon advocacy and news feporting,

Analysls and commernary showdd be loslad and aot misrepresant fact or contest,
® Distingrish v from advertising and shim Fyhrids thar biar

the lines hrtwren the twn,

- Rernpmiza 8 special ohilgaiton to ensurs that the pibdes hisiness » conducied i the
open and hac peverimant racords are apon 1o nspection,

Sigrn Delia Chin Arer Cosle of Bikes wets bocrrse] Fom the American Society of Kewspaper Etlbtoes In 1926, 1n 1972,
The presenibversin) of the: Sotery of Peafesdond Jrrnadisa’ Code of Brhies wis adogted b Sepenby 19496,

Minirnize Farm

. Etkical jorsrnalists treat sources, subjects and

colleagues a5 kuman beings deserving of respect.

Journalisis should:

i Show cotmpasdon for thrse whio muay be alfected adverely by news eoverage, Uke
aperial sensivivizy whien deatinp with chililres and inespetienced souress or subjecis,

e Bo senslive when secking or using istervlews of photographs of thoss
affreted iy traggedy ot gpied.

p Recognize that gathering and seporting laformation may cavse ham or discrmbor,
Privsarit. of e mewns i not 2 Lioense for ammogamz,

# Reeogniae Wt private prople have  greater rigl to contral infornation sbout
thernselyes than do public offictds ad oliers who seels powes fidence o attention, -
nly an overrid!ng mihliz need can instify intrusion into anyores PEvack.

w Sliew poed iaste, Avold pandening i lrid curissity

P fe cantions about sdenlifing pavanile suspents o victirms of sex erimes.

»- P judicins bt naming ceominn swspects beftr ihe formal fling of changes.

b Fuulance & riminal suspeot’s fair il <ights with the pullies rght. 1o be infurmed.

Act independently

Journalists should be free of shiigation to any
interest other than the pubtic'z right to lmow.

jmjmaiists shvouiel

At condficts of internst, mal or prroeivid.

b Femain free of sssocialions and activilies thal miy compromis integrly
o darags credibing

= Rl pilts, favors, fees, Cree vl oo spociad wsatmeny, and sbun secondary
arplovment, political involverzent, miblin officc and service in communiy
engnizations I they vompromize fraslistc inteyrity

e Liiscioss unavold =ble confics,

B~ #e vigilanl and courapeous ahowt helding those with power arsrmitakle.

b Beny [avired teatment to cdvertisers and special intomss al weisl tieir prestiure
try influane: news covere.

W 3wy of sowrces offering tfomuatlon for Bawvors or money awaid bidding for news,

Be Accountable

Journalists are accountable to their readers, listoners,
vipwers and each other

Jotrnalists should:

w Clanify e sxplatn news coveraes and wielle dlalogue with the bl
over iounsalisic conducl

v Decoutags the public (o voioe grieviess asdimt the ness media,

b Al inistsles ard comees then: promptly

e Expose unethioal practicrs of joumaliss and the nows mmdis.

e Ahidehy the same high standands to which they hold athers.

Shrma, Deli The wrobe (8 own code, which was revtsedin 1984 e 1087,




